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Editorial AS WE SEE IT 


Katanga in the Congo is denied its independence at a 
price which almost bankrupted the United Nations and 
brought sharp differences of opinion between the United 
States and Britain into prominence. India, much to the 
delight of the Kremlin, and to the chagrin of most of 
the rest of the world, has ended ‘“‘colonialism” in part 
of its territory. Cuba, still under the thumb of “Marxist- 
Leninist” Castro is finding it difficult to do as well as it 
did under previous dictators with the aid of foreign 
capital which made that island a victim of “colonialism,” 
according to communist dialectics. Nasser is not finding 
it easy to “liberate” certain parts of the Middle East, 
and indeed to manage the affairs of his own country so 
that its people are as well off as they were before he 
came to the fore. Indonesia is in a turmoil since some 
sections of that part of the world are still ‘colonies’ of 
a European country. And so the story goes round the 
world. 

And it is in this setting that the President of the 
United States regrets that American investment is rela- 
tively light in those backward parts of the world where 
capital is most needed—and more abundant in the more 
advanced countries of Western Europe. Ways and means 
must be found, he seems to believe, to turn the flow of 
our capital funds from sections of the globe where polit- 
ical and other conditions are relatively settled to other 
lands where such funds are badly needed, but where no 
one can guess what the treatment of foreign capital will 
be—the odds favoring something approaching confisca- 
tion at one time or another and the certainty being that 
such investment will be labeled by the communists and 
a good many others influenced by them as modern-day 
colonialism. 

Not to Be Overlooked 

These are facts which must not be overlooked by those 
who talk glibly about foreign investment of private 
funds as a solution or even a part solution of the unrest 
that has now developed all over (Continued on page 23) 
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In 2 Sections — Section 1 


Encouraging Expansion Prospects 
And Our Potential Achilles Heel 


By Dr. Paul W. McCracken,* Professor of Business 
Conditions, School of Business Administration, 
The University of Michigan 


Sanguine currents in the economy are seen overriding the 
gloomy ones by former member of the Council of Economic 
Advisers. The G.N.P. predicted for 1962 is put in the $565- 
to-$570 billion rate barring no discouraging reversal in 
consumer buying and some kind of an international run on 
the dollar. Dr. McCracken takes a grave view of our “toe 
dance on the edge of the cliff on this gold and international 
financial situation” and hopes we realistically come to grips 
with it before it is too late. Apart from this danger, he 
looks for rising business tempo in 1962. 


I 
There is clearly one question that, at this particular 
juncture, is paramount. That question is: What 
is the meaning of the sluggish performance of 
business activity during the last three months? 
There are two possibilities. On 
the one hand, we can dismiss 
this sluggish performance as 
simply one of those things. It 
just represents a temporary lull 
in the inevitably uneven pace 
of economic advance. When 
business activity is recovering 
from the low point of a reces- 
sion, month-to-month gains 
always vary widely. If that is 
the current interpretation, then 
this rather arthritic perform- 
ance we have had since July is 
not anything to be particularly 
concerned about. We can be 
reassured that the recovery 
and expansion of business ac- 
tivity will soon proceed at the normally vigorous 
pace, and that we will get back on the rails soon. 
There is an alternative interpretation of this per- 
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formance which has been causing a great deal of 
concern on the part of many. Does this experience 
of the last three months mean that we are going 
to be in for real difficulties in keeping the business 
activity moving ahead at a fairly vigorous and 
rapid pace? In other words, is this just one of those 
transitory things, or does it represent some kind of 
fundamental change in the character of the econ- 
omy which is going to make it difficult to operate 
at a reasonably full level of business activity. 


Il 

That there has been a slowing down in the 
momentum of the expansion since the low point 
in business activity last February is, of course, very 
evident. Without trying to give any kind of blow- 
by-blow description on all of the statistics on busi- 
ness activity, let’s just pick three or four fairly 
important measures. 

(1) Taking the period from February, which was 
the low point of the recession, to July, the average 
monthly increase in non-farm employment was 
224,000. In the period from July through October, 
however, the average monthly gain was in the 
neighborhood of only 80,000. The statistics would 
be very similar if we were looking at the aggregate 
flow of personal income. Once again, from Febru- 
ary to July we were achieving an average monthly 
gain of slightly in excess of $3 billion per month. 
In the period from July through October, the 
average monthly gain was just over half that. 

Industrial production reflected a similar slowing 
down in the pace of expansion. Only in the case 
of retail sales is this not clear cut. But that is what 
one might call a hollow victory, because the fact 
of the matter is that retail sales weren’t doing so 
well from February to July either. 

Therefore, as we attempt to make up our minds 
about where the economic situation seems to be 
headed in the 12 to 15 months ahead, we must take 
account of the factual evidence that there has been 
a slowing down in the (Continued on page 22) 
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The Security I Like Best... 


A continuous forum in which, each week, a different group of exports 
in the investment and advisory field from all sections ef the couniry 
participate and give their reasons for favoring a particular security. 


ALAN Kk. BROWNE 


Vice-President, Municipal Bond De- 
partment, Bank of America National 
Trust and Savings Association, 
San Francisco, Calif. 


“Discount Bonds.” 


Low coupon municipal bonds sell- 
ing at deep or substantial dis- 
counts afford one of the best ways 
to improve net income after taxes, 
to those buy- 
ers able to 
forego a por- 
tion of current 
income. It is 
often possible 
to increase 
net yield 10-40 
basis points, 
in comparison 
with market 
offerings of 
the same 
credit and 
maturity but 
having a cur- 
rent coupon 
allowing pur- 
chase at a price of approximately 
par or above. This spread varies 
with coupon, credit, maturity, size 
of the offering and other market- 
ability factors. The Financial 
Publishing Company of Boston 
has published a booklet showing 
net yields to the investor after 
25% capital gains tax for tax 
exempt discount bonds, represent- 
ing the maximum rate to individ- 
uals and corporations under the 
present law. 


Let us take for example a re- 
cent sale of 244% bonds due 1980 
in a standard California name at 
a 400% basis, showing a dollar 
price of about 76.86. After allow- 
ing for a 25% capital gains tax 
on the 23.14 point taxable profit 
at maturity; there remained a net 
yield of 3.75% according to the 
table. This compared with avail- 
able market offerings approxi- 
mating 3.60% of the same credit 
and maturity, but with current 
coupons of 3°4%. Current income 
for the 2⁄4% issue was 2.93% on 
dollars invested. The net return 
on the current coupon bond over 
a 19-year period would be 67.81% 
and on the discount bond 78.20%. 

3%4% 214% 


1% 

at 3.60 at 4.00 
$1,020 50 $768.60 
712.50 427.50 
*(20.50) £173.55 





Alan K. Browne 


Original cost 
Interest earned 19 years 
Discount earned 


$692.00 $601.05 
Percent original cost 67.81% 78.20% 

*Premium deducted $231.40 gain less 
$57.85 capital gain tax of 25 

The marketability of low cou- 
pon discount bonds is necessarily 
restricted because relatively few 
sophisticated investors take ad- 
vantage of this added income fea- 
ture, and only a few banks and 
dealers maintain trading positions 
in them for various reasons. 
Nevertheless, there is a growing 
acceptance of discount bonds 
among both long and short-term 
investors to whom the ultimate 
return is of basic importance. 
Generally shorter maturities may 
be acquired to realize a greater 
net yield than otherwise would be 
possible. 


As “growth” bonds they offer 
unusual advantages to estate 
builders. With gradual apprecia- 
tion built into the investment, ed- 
ucational and other needs may be 
facilitated. Trust accounts whose 
current income may be diverted 
in part to the final beneficiary 
would gain particularly. Individ- 
uals desiring to offset capital 
losses at a later date by capital 
gains from discount bonds are 
another example. Long-term in- 
stitutional and pension fund buy- 


Total net gain 


ers also should profit. Any in- 
vestor in municipal bonds can 
well afford to analyze his or her 
individual tax situation to de- 
termine whether discount bonds 
would be advantageous. 


HENRY J. LOW 


Manager, Institutional Research Dept., 
Gude, Winmill & Co., New York City 
Members New York Stock Exchange 


Sterchi Brothers Steres, Inc. 


In these days of high earnings 
multiples, when investors reach 
without hesitation for common 
stocks priced anywhere from 25 
to 40 times 
earnings and E 
up, it is in- ; 
deed rare to fs 
find an equity 
of a leading 
growing and 
financially 
very strong 
company in 
the merchan- 
dising field 
available at 
only twelve 
times indi- 
cated 1961 
and ten times 
estimated 1962 
net income. In addition the shares 
offer an above average yield of 
6% on the well protected $1 an- 
nual dividend. 






Ez = 7 





Henry J. Low 


Such an opportunity presents 
itself in the common shares of 
STERCHI BROTHERS ; STORES, 


one of the oldest and best know 
furniture chain store organizations 
in the United States. The com- 
pany has just reported earnings 
of $1.11 per share for nine months 
enced Nov. 30, 1961, representing 
a healthy increase of 30% over 
last year’s three quarter showing 
of 85 cents per share. This large 
improvement in profits was ac- 
complished on a sales rise of only 
5.6% from $13,009.000 to $13,730,- 
CCO for the three quarters through 
Nov. 30, 1961. Total sales for the 
fiscal year ending Feb. 28, 1962 
could well equal STERCHI 
BROTHERS’ peak sales of $18,- 
852,000 recorded in fiscal 1957, 
and 11% above last year’s sales 
of $16,947,000. Fiscal 1962 net 
income is expected to equal or 
slightly better 1959 results of 
$1.41 per share compared with 
last year’s disappointing showing 
of only $1.05 per share. 

Last year’s earnings were ad- 

versely affected by the recession, 
extremely severe winter weather 
conditions and the closing of the 
company’s store in Daytona 
Beach, Fla. However the current 
uptrend in furniture’ buying, 
which is expected to gain momen- 
tum in 1962, when housing starts 
are estimated to rise 8%, has con- 
siderably brightened the outlook. 
Thus further sizeable improve- 
ment with a rise in sales to $20,- 
000,000 and net income of $1.75 
per share for the coming fiscal 
year is anticipated. 
STERCHI BROTHERS STORES, 
founded in 1888, operates 48 stores 
which are located primarily in 
smaller industrial towns in such 
rapidly growing states as Tennes- 
see, Kentucky, Alabama, North 
and South Carolina, Georgia and 
Florida. The stores, which are 
generally leased, offer a complete 
line of low and medium-priced 
furniture, home furnishings, floor 
coverings and appliances. Further- 
more, small jewelry departments 
are maintained in 17 stores and 
leased to other operators. 

About 75% of total sales are ac- 
counted for by furniture with the 
remainder made up by appliances. 
Since most of the sales are han- 


(This is under no circumstances to be construed as an offer to sell, or 
as a solicitation of an offer to buy, any security referred to herein.) 
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Their Selections 


“Discount Bonds.” — Alan K. 
Browne, Vice-President, Muni- 
cipal Bond Department, Bank of 
America National Trust and 
Savings Association, San Fran- 
cisco, Calif. (Page 2) 


Sterchi Brothers Stores, Inc — 
Henry J. Low, Manager, Insti- 
tutional Research Dept., Gude, 
Winmill & Co., New York City. 
(Page 2) 


dled on a credit basis and fi- 
nanced by the company, STERCHI 
BROTHERS has provided for ultra 
conservative reserves against pos- 
sible losses arising from non-pay- 
ment. In fact allowances for 
dcubtful aceounts are carried in 
the balance sheet at about 11% 
of installment accounts receiv- 
ables compared with the more 
customary 7% reserves used by 
other leading furniture store or- 
ganizations. Thus with available 
reserves about three times higher 
than actual losses on collections 
from credit sales both cash posi- 
tion and real earnings have been 


greatly understated over the 
years. 
During the past 18 months 


STERCHI BROTHERS STORES 
has ambarked upon an accelerated 
store expansion and moderniza- 
tion program. Since March 1961 
four steres were cpened in Mur- 
freesboro, Tenn.; Nashville, Tenn.; 
Bennettsville, S. C. and Gallatin, 
Tenn. Additional openings of two 
or more stores in growing areas of 
the, Seuth are planned for next 
year. Store sites are’ primarily 
selected in smail towns where 
steady employment of the popula- 
tion has been consistently main- 
tained. These locations are 
considered particularly suitable 
because they offer gooi potential 
for expanding sales, lease ar- 
rangements can be often made cn 
favorable terms and operating 
costs and overhead are generally 
quite low. 

While gradually expanding its 
operations, STERCHI BROTHERS 
has .also put into effect a rigid 
program aimed at complete tight- 
ening of overall operations, budget 
controls, cost reductions and 
greater operating efficiencies. 
Benefits from these measures are 
presently making themselves felt 
in a strengthening of profit mar- 
gins. The impact of these devel- 
opments should be even greater 
next year when demand for new 
furniture is expected to be higher 
than at any time since the end of 
World War II, a trend. which 
should continue throughout this 
decade as more new families are 
being formed. Thus the company, 
which has maintained a better 
earnings record than its competi- 
tors, seems geared for continued 
impressive income improvements 
over the next few years. 

Dividend payments, made unin- 
terruptedly since 1943, have been 
quite liberal and are presently at 
an annual rate of $1 per share. 
STERCHI BROTHERS STORES 
is in very sound financial and 
working capital position with 
current assets of $17,221,000 on 
Nov. 30, 1961, including cash of 
$831,000, compared with $5,152,000 
current liabilities, or a current 
ratio of 3.3 to 1. Book value stood 
at $19.30 per share and net work- 
ing capital at $17.50 per share at 
that time. Capitalization is small 
with $1,525,000 long term debt and 
596,216 shares, of which about 
20% is owned by the Sterchi 
family. 

STERCHI BROTHERS STORES 
common, curreitly selling around 
17 on the New York Stock Ex- 
change, is clearly undervalued. 
offers an above average yield of 
about 6% and excellent potential 
for good tong term capital gains. 
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Price and Supp 


ly Trends 


For Gas, Oil and Coal 


By Bruce C. 


Netschert,* Director, National Economic Research 


Associates, Washington, D. C. 


Expert admits that his optimistic views as to future availability and 
price of oil, gas and coal run contrary to current trends and majority 
opinion. Nevertheless, the auther and consultant on the subject ex- 
plains why: (1) the real cost of oil and gas is not likely to increase 
significantly; (2) coal will not rise in price and might even decline 
further; and (3) adequate oil and gas resources exist for at least 
the next two decades or more compared to the general range of 
demand projected for that period. He chidingly blames pessimistic 
assessors for possessing a blind spot in failing to include the pace of 
technological progress; cautiously uses statistical trends to the 
future; and analyzes the three determinants of future availability and 
price—supply, technology and government policy. 


Given the topic at hand, I venture 
to say no one would be surprised 
if I were to come up with a dis- 


_cussion liberally sprinkled with 


statistical 
data, together 
with a normal] 
quota of 
charts show- 


trends and 
projections 
thereof. Those 
with higher 
than average 
(or perhaps I 
should say, 
lower than 
average) ex- 
pectations 
would not be 
surprised at 
curvilinear projections or even a 
full econometric model. 

I must say at the outset that I 
do not intend to do this. In the 
first place, the relevant statistical 
data leave much to be «desired. 
Bases and definitions are all too 
frequently ambiguous or ill de- 
fined—so much so that analysis of 
the data may yield misleading re- 
sults. In the second place, statis- 
tics interfere with verbal com- 
munication and I believe, there- 
fore, that they should be used 
sparingly away from the printed 
page. 

As for trends and their projec- 
tions, I suffer from a severe aver- 
sion to them. Trendology has its 
place in looking in the near-term 
future; but we are here discussing 
the long-term. Trend projections 
are only as good as the assump- 
tions on which they are based. 
These assumptions in turn are re- 
lated in one way or another to 
the circumstances of the past and 
present that have produced the 


Dr. Bruce Netschert 


trend that is being projected. 
Trend projection cannot avoid 
implying to some degree that 


things in the future will continue 
in the same manner as they have 
in the past. I am philosophically 
opposed to this implication. We 
live in an area of change, and if 
there is any burden of proof in 
considering the future, it is the 
proof that things will, in fact, re- 
main the same or nearly so in the 
future. I believe, on the contrary, 
that' the most logical assumption 
to make.is that things will be 
different in the future. The only 
question is, how different? 

With this bit of philosophizing, 


let me now turn to my subject. 
I intend to discuss the future 
availability and price of hydro- 


carbon raw materials in the U. S. 
in general 


rather than specific 


neck showing to 





terms, with emphasis on their 
determinants. This has the im- 
mediate advantage of being safe. 
Less of one’s neck is exposed. On 
the other hand I shall not merely 
be stating truisms and concluding 
the obvious. There will be enough 
make jit inter- 
esting. 

The future availability of hy- 
drecarbon raw materials depends 
on only two things: (1) the abun- 
dance of those materials in na- 
ture, and (2) the techniques of 
making those materials available. 
The two determinants of avail- 
ability are, in short, natural 
abundance and technology. 


Price Determinants 
Price, however, depends on 
three things. The first is cost— 
that is, the cost of finding and 
producing the raw materials. This 
is a function of technology. 


The second determinant of: 


price is the supply-demand re- 
lationship. The price at which 
supply ‘and demand balance can 
be either above or below the cost 
of making the material available. 
For example, under the tremen- 
dous upward push of unsatisfied 
demand in the postwar period, 
the price of natural gas has risen. 
This includes the price of gas that 
was already discovered and 
awaiting a market at the close of 
the war, the cost of which, there- 
fore, could not possibly have 
changed since. Conversely, the 
enormous over-supply of oil 
caused the price of oil to go well 
below the cost of production. Ob- 
viously, however, price cannot 
remain below cost indefinitely. 

The third determinant of price 
is government policy. The in- 
fluence of policy on price is in- 
direct through such things as the 
contribution of policy to inflation, 
through taxes (percentage deple- 
tion), through tariffs or quotas 
(residual oil), or through produc- 
tion controls (oil conservation 
regulations in several states). The 
influence of policy is direct in 
such instances as the regulation 
of natural gas price. 

All of this with respect to fu- 
ture availability and price can 
thus be reduced to three things: 
natural abundance, technology 
and government policy. 

At this point it is possible, and 
indeed necessary, to engage in the 
economist’s favorite sport with 
price—to separate it into the two 
components which it exhibits over 
time. One component is the infla- 
tion component, which is the re- 


Continued on page 24 
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OBSERVATIONS... 


BY A. WILFRED MAY 


TOO BAD IT CAN’T 
“GO PUBLIC” 


Unfortunate indeed is it that the 
second alternative prescribed in 
the Hot Issue gag “Either go 
bankrupt or ‘go public” can’t 
furnish the solution to the United 
Nations’ current financial crisis. 
Our bankruptcy-threatened inter- 
national organization, with a 
deficit of $104 million in its 
special assessment account and 
with defaults totaling $3.9 million 
in annual dues, cannot qualify 
for the common stock financing, 
razor-thin as the equity sometimes 
is, which suits the public’s in- 
satiable speculative appetite. 

There is, of course little chance 
of failure to float the $290,000,000 
bond issue promulgated by the 
General Assembly, or of doubts 
that, as explained by Ambassador 
Stevenson, “this will relieve the 
[sic] immediate financial difficul- 
ties of the UN, and give us a 
breathing spell in which to devise 
a long-run solution.” Set for sub- 
scription by member governments, 
central banks and public service 
foundation, but barring profit 
organizations (this prohibition 
seeming somewhat superfluous 
particularly in view of the issues 
prospective 2% interest rate); 
initial success seems assured by 
the quick tab-picking-up promises 
by Uncle Sam (assuming no Con- 
gressional obstruction) in the 
amount of $100 million, along 
with the U. K. and West Germany. 

But, it seems to us, bailing-out 
the defaulters, namely the Soviet 
bloc, France, Belgium, Portugal, 
South Africa, and most of the 
Arab states, at this stage carries 
implications far broader than the 
marketing or form of the bond 
issue. 


Transferring the Defaults 

Surely to be questioned is the 
servicing of the debt. Interest 
and amortization are to be pro- 
vided out of the UN’s regular 
budget. May not this very well 
bring about defaults on that 
proportion of their regular 
budget bill by those renegging 
on the assessments for operations 
of which they do not approve? 
Will the Soviets, the French and 
the others who are renegging on 
contributing to the Congo and 
Middle East costs, assent to being 
egged into responsibility for the 
annual servicing of the longer- 
term debt incurred thereby’ 

In connection with the stop-gap 
plans, creation of additional de- 
faulting on the regular annual 
budget, the already existing pro- 
clivity toward arrears there must 


be borne in mind. Seven coun- 
tries, including Taiwan (free 
China) still owe $701,271 for 1959. 
In arrears on their 1960 dues are 
16 countries (Argentina, Bolivia, 
Beloroyssia, Taiwan, Colombia, 
Costa Rica, Cuba, Guatemala, 
Haiti, Honduras, Hungary, Moroc- 
co, Nicaragua, Paraguay, Uru- 
guay, Yemen) with a total of 
$3,241,855. For 1961, $17,432,129 
of the $69,399,839 total obligations 
is outstanding. 


The Angels 

Not only have the United 
States, along with Britain and 
Germany, indicated substantial 
“underwriting” of the projected 
bond issue. The U. S. has volun- 
tarily overpaid $19.3 on its past 
1960-1961 obligations for the 
Congo operation and $1.8 million 
toward the Middle East project; 
and the U. K. has overpaid $410,- 
000 for the Middle East operation. 
Additionally, and particularly im- 
portant, the United States has 
volunteered formal pledges for 
overpayments toward future ex- 
penses through June, 1962, or $11 
million for the Congo and $2.3 
million toward the Middle East 
operations. 


Invitation to Free-Loading 

Notwithstanding the prospective 
continuation of bail-out “angel- 
ling” by the U. S. and others, the 
use of long-term financing to get 
the “Dead-Beats” ‘“off-the-hook” 
creates deep-seated drawbacks 
In postponing settlement of, and 
glossing-over, the issue with the 
free-loaders, their behavior is 
being legitimitized and the en- 
trance gate is thrown open to 
future joiners of their fraternity. 
(Mitigation coming from the 
World Court’s decision, expected 
at mid-year, on the validity of 
the members’ special assessment 
debts, even if it results in a 
loss of delinquent’s voting rights, 
can only be relatively minor). 


ENLARGED 

PERFORMANCE RECORD 

As several readers have called 
to our attention, our citation in 
our column of Dec. 7, “On Behalf 
of Art Profits,” of the comparative 
past performance record of art 
and riskless bond investment con- 
tained an important typographi- 
cal error. The statement that “a 
riskless commitment of $100,000” 
in VU. S. Government bonds 30 
years ago would, including com- 
pounding of the interest earned, 
today be worth some $2,900,000 
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to the holder, should have stated 
the starting commitment as 
$1,000,000. 

At any rate, the more interest- 
ing basis for comparison is com- 
mon stock performance, with al- 
lowance for reinvestment of 
dividends. To our previously 
shown record, comprehensive to 
eliminate hindsight, we would 
now add the shareholder’s gain 
from capital appreciation and the 
yield from dividend payments, on 
Moody’s 200 stocks. 

To the present from the 1929 
bull market tov year, it was 380% 
(well over 400% if, as with art 
objects) “dividends had been 
reinvested”); from 1936 to date, 
the gain was 550% (600% if re- 
turn had been withheld and rein- 
vested); “postwar” 1946 to date 
it was 450% (approximately 475% 
if the dividends return -were re- 
invested). 


Performance of Plough-Back 
Stocks 

Life insurance stocks, because 
of the plough-back of current 
earnings, and extremely low divi- 
dend payments supply a good 
basis for “securities” and com- 
parative performances with art 
objects. 

To the present from 1941 Best’s 
Life Insurance Stock Index has 
advanced by 3450%; postwar from 
the end of 1945 by 2060%:; and 
during art’s great bull market of 
the 1950’s the insurance stocks 
have again held their own with a 
gain of 960%. 


Murray Named 
By Van Ingen 


Morgan J. Murray has been elect- 
ed an assistant vice President of 
B. J. Van Ingen & Co. Ine., 40 
Wall Street, 
New York 
City, under- 
writers and 
distributors of 
State, Munici- 
pal and reve- 
nue bonds, it 
has been an- 
nounced. 

Mr. Murray 
joined the firm 
in 1950, and 
since 1951 has 
been associat- 
ed with the 
Buying De- 
partment, spe- 
cializing in negotiated bond un- 
ierwritings and serving as finan- 
cial consultant to municipalities. 
He is a member of the Municipal 
Forum of New York and the In- 
vestment Association of New York. 


First Cleveland Branch 


AKRON, Ohio—First Cleveland 
Corporation has opened a branch 
office at 948 Thorndale Drive un- 
der the management of Boyd D. 
Bonar. 


First Cleveland Branch 
FINDLAY, Ohio—First Cleve- 
land Corporation has opened a 
branch office at 318 East Mc- 
Pherson Street under the direc- 
tion of Thomas G. Woods. 


A. W. Benkert Branch 


BOSTON, Mass.—A. W. Benkert 
& Co., Inc. has opened a branch 
office at 50 State Street under 
the direction of James McCor- 
mick. 


J. B. Coburn Branch 


MIAMI, Fla.—J. B. Coburn Asso- 
ciates, Inc. has opened a branch 
office at 882 Northeast 79th Street 
under the management of Warren 
Gilbert. 


Colorado Co. Office 


BOULDER, Colo.—The Colorado 
Company has opened a branch 
office at 1315 Broadway under 
the management of Frank T. Mil- 
ligan. 


Mergan J. Murray 
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FROM WASHINGTON 
... Ahead of the News 


BY CARLISLE BARGERON 


The United Nations and foreign 
aid will be two of the hottest 
subjects to be dealt with by the 
upcoming Congress which meets 
January 10. The United Nations is 
probably at its lowest point in the 
esteem of Congress. Sentiment is 
running strongly against its action 
in the Congo, with the United 
States paying for three-fourths of 
the operation and Russia and 
several other nations refusing to 
pay a cent. Several of the nations 
are refusing, also, to meet their 
share of the ordinary operating 
expenses of the tribunal, necessi- 
tating its having to issue bonds of 
$200,000,000 which. in the feeling 
of members of Congress, the 
United States will have to pay. 

Continued loans to Poland and 
Yugoslavia and the loan for the 
Volta Dam in pro-Communist 
Ghana have added to the dis- 
enchantment of foreign aid. Con- 
tinued aid to India after its 
aggression against Goa will come 
in for considerable criticism. It 
will probably be the worst year 
for both the UN and foreign aid 
in Congress since they were 
launched. 

President Kennedy, according to 
present indications, will present a 
balanced budget at the beginning 
of the session. It will call for 
about $90 billion expenditures, 
with revenues about the same. Of 
this sum $48 billion will be for 
the military. Mr. Kennedy will 
therefore win his bet with the 
Dallas newspaper publisher with 
whom he made a wager several 
months ago that he would present 
a balanced budget. 

This does not mean that it will 
stay balanced. Several new items 
will be presented as the year 
moves on. For example, at the 
outset, he may ask for nearly a 
billion dollars in standby authority 
for a public works program to be 
used if unemployment does not 
drop below its present rate of 
6.1%. 

If his balanced budget includes 
an anticipated $700 million in- 
crease in postal rates it will be 
just that much shy because Con- 
gress is not likely to authorize 
this increase. Too many members 
of House and Senate see this for 
exactly what it is, virtually a tax 
increase and as practically every- 
body uses the mails, a very wide- 
spread increase. 

It is doubtful if Congress will 
pass much of the President’s tax 
program. If anything gets through 
it will probably be the proposal 
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for an incentive tax plan to help 
business deal with plant and 
equipment obsolescence. 

His efforts to tax out of busi- 
ness American firms operating 
abroad will probably go the same 
way as his tariff reduction pro- 
gram, that is down. Very few of 
his aides hope he will get his 
tariff program at this session but 
they believe that by introducing 
it and starting the fight, they can 
make progress in educating the 
public to support their position. 

The only education bill that he 
is likely to get through will be 
one to grant aid to higher educa- 
tion. It is doubtful that the Presi- 
dent’s general aid to education bill 
will get out of the House Com- 
mittee on Education and Labor. 

His medical aid bill for the 
aged is likely to stay right where 
it is — in the House Ways and 
Means Committee. It is a highly 
controversial bill and Congress 
does not like to get into any con- 
troversy in an election year. 

It is likely to be a disappointing 
session for Mr. Kennedy, and 
there will be much criticism of 
Speaker John McCormick in the 
House and more mourning for 
Sam Rayburn. The truth is that it 
is in the way the cards fall and 
they don’t fall so well in this ses- 
sion. Mr. Kennedy was exceed- 
ingly fortunate in the results of 
the first session. It is not in the 
stars that the results will be as 
good this session. Beginning in 
May a lot of Congressmen and 
Senators will have to be away a 
lot of the time making primary 


fights 


First Buffalo Corp. 


BUFFALO, N. Y.—The Tirst Buf- 
falo Corporation has been formed 
with offices in the Rand Building, 
to engage in a securities business. 
Jfficers are Roland Segal, presi- 
dent and secretary; and Herman 
P. Loonsk, vice-president and 
treasurer. 


Godfrey, Hamilton Office 
BRIDGEPORT, Conn.—Godfrey, 
Hamilton, Taylor & Co., Incorp: 
rated, has opened a branch office 
2355 East Main Street, unde! 
the direction of Roy Webber. 


William Jennings Branch 
YCNKERS, N. Y.—William Jen 
nings & Co., Inc. has opened a 
branch office at 6 Xavier Drive, 
Cross County Center under the 
direction of Bernard A. Rickles. 
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Mortgage Market Financing 
And Real Estate Trends 


By Arthur M. Weimer,* Dean, Graduate School of Business, 
Indiana University, Bloomington, Indiana 


Prediction of modest rise in 1952's house building assum2s continued 
significant amount of apartment house construction and only slight 
expansion in single houses, and littie upward pressure on interast 
rates. Increasing competition from other lending institutions is ex- 
pected to keep S & L Associations’ p2rcentage of home financing at 


last year’s figure. 


Any upward pressure on lending rates, in the 


face of increasing competition from banks and insurance companies 
for mortgages, is judged most likely to occur later rather than earlier 
in the year. Savings and lean executives are urged to upgrade their 
analysis from a narrow to a “total” concept of market conditions, 
to use more specialized personnel; to not underestimate the rise of 


multi-family and special purposes housing; 


and to devote more 


attention to marketing second-hand homes. Dean Weimer warns that 
a highly sophisticated management will be a must in the years ahead 


A year ago we were in the earls 
stages of the mildest postwar re- 


cession to date. Recovery began 
early in 1961 and has continued 
to date with 
promise of 
further ex- 


pansion in the 
months ahead. 

Each of the 
postwar re- 
cessions nas 
had me 
characteristics 
that were 
comparable 
with others. 
For the most 
part they have 
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been relative- % 
ly mild. The Arthur M. Weimer 
economic sta- 


bilizers have operated effectively 
and the recessions have been of 
rather short duration. 

Each postwar recession also 
has had its own characteristics. 
Our experience in late 1960 and 
early 1961 was characterized by a 
decline in over-all eco- 
nomic activity largely due to in- 
vertcry adjustments. The decline 


modest 


was not great enough to affect 
long-term money rates. In com- 
bination with technological de- 
velopments it produced some 


serious problems of unemploy- 
ment 

The Economist, the widely read 
3ritish publication, has character- 
ized our current recovery as “well 
mannered.” In many respects 
this is an apt description. Expan- 
sion has been orderly and at rates 
which have not put upward pres- 
sures on prices. Some of the 
prcblems of rapid expansion 
which characterized earlier post- 
war expansion periods have been 
avoided, at least so far. 

At the present time it would 
appear that the recovery will con- 
tinue to be well mannered. From 
some points of view it may be 
consicered tco well mannered, in 
that growth prospects are not such 
as to suggest a rapid reduction in 
the unemployment figures or to 
provide solutions for some cf the 
problems of depressed areas. 





Outlook for 1962 
The character of 1962 is apt to 
depend to considerable extent on 


the international situation. Eco- 
nemic developments have been 
overshadowed in recent months 


the detericration in interna- 
tional relations, exemplified 
by the Berlin crisis and develop- 


bv 


as 


ments in southeast Asia. How- 
ever, little can be said at this 
point in regard to potential in- 
ternational developments. Many 
of the decisions that will deter- 
mine the character of the inter- 


national scene will be made in the 
Kremlin and it is almost impossi- 


ble to guess what these may 
portend for the future. 
In the absence of better infor- 


mation, we may assume that con- 
ditions will continue to follow the 
patterns of recent, months, recog- 


nizing, of course, that minor re- 
visions of estimates of the inter- 
naticnal situation or slignt mis- 
calculaticns could easily bring 
major changes. 

If we may assume an interna- 


tional situation not unlike that of 


recent months, it now appears 
that 1962 should be a relatively 
favorable year for businessmen 


consumers, farmers and other sec- 
tors of our economy. Expansion 
is likely to continue. The enlarged 
cefense program will have in- 
creasing effects. There will be 
modest expansion in the business 
sector. Consumer expenditures 
undoubtedly will register some 
gains in the months ahead. Farm- 
ers may well have another good 
year. 

At the present time, however, 
it Coes not appear that economic 
expansion will attain “bcom” 
properticns. It is possible that we 
may see some acceleration of the 
forces of expansion toward the 
end of the year. The fall elec- 
tions may have some influence in 
this cirection. In general, the 
vear as a whole now gives prom- 
ise of being a relatively favorable 
period. 

A period cf gradual expansion 
has advantages in that we are not 
likely to see a resurgence of in- 
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flationary pressures. On the other 
hand, it has disadvantages since 
we are not likely to see major 
reductions in the unemployment 
figures. Some progress will be 
made. Further, we are coming to 
recognize increasingly that our un- 
employment problems have many 
social and technological implica- 
tions rather than being solely a 
reflection of economic conditions. 
There are labor shortages in many 
highly skilled and technical lines. 
Unfortunately, many of those now 


unemployed will not be able to 
gain tre skills and the training 


necessary to fill such jobs. 


Specific Sectors 

If this general outline of poten- 
tial econonic developments dur- 
ing the year ahead has validity, 
there are several implications for 
particular sectors of the economy 
that need to be considered. 

Gcvernment programs will play 


a significant role in the econo nic 
developments of 1962. Expansion 
in defense and related prosrams 
is already taking place and will 


be paralleled by continuing activ- 
ity in other public programs. The 
expansion of the defense program 
and the calling un of reserves has 
had and will continue to have 
seme imblications for the housing 
market. Many of the reserves will 


be reluctant to make house pur- 
chases, and indeed there may be 
a greater number of houses put 


on the market for sale than would 
have been the case otherwise. 

An expansion of government 
programs, whether for defense or 


other purposes, has many impli- 
cations for both fiscal and busi- 
ness policy. Taxes are likely to 
remain high. Government pro- 
grams will have some impact in 
the money markets. Government 
financial policies must be evolved 
in terms of political realities at 
home and abroad and with due 
regard for tre protection of our 
gold reserves. 


The whole area of the relation- 


ships between government and 
business has been discussed 
wicely in recent months. While 
there may be some problems in 


terms of government-business re- 
lationships in other fields, this is 
not likely to be the case in the 
savings and loan business. The 
policies evolved by the Federal 
Home Loan Bank Board under 
its new Chairman, Mr. McMur- 
ray, generally have the approval 
and support of the people in this 
business. The working relation- 
ships have never been better. 

In the field of labor relations 
we have seen a relatively favor- 
able pattern emerge as a result 
of the automobile settlements that 
have been achieved to date. Of 
major importance will be the 
labor negotiations in the steel in- 
dustry. Whether various rumors 
regarding these developments are 
reliable or not, it would now ap- 
pear that there is little danger ol 
a prolonged strike or that there 
will be major difficulties in reach- 
ing a settlement. If this type of 
estimate is fairly widespread, we 
should see relatively little ad- 
vanced stock piling of steel, al- 
though there may be some tend- 
ency in this direction, particularly 
where it is important to complete 
projects on schedule and where 
efforts will be made to avoid any 
interruptions in building pro- 
grams. If uncertainties regarding 
the steel situation become wide- 
spread, there may be some in- 
ventory building and this would 
tend to generate somewhat more 
than the usual expansionary 
tendencies in the earlier months 
of the year. At the present time, 
it appears that we may avoid a 
repetition of the 1959 situation 
relative to the advance buying of 
steel. 


Modest Rise in Home Building 

Of major importance to all of us 
is the area of housing and home 
financing. House building in total 
seems to be scheduled for a 
modest rise. Major gains, however, 
are not anticipated. 


In all probability, apartment 
house building will continue to be 
important, as it was in the current 


year. The single house market 
may expand only slightly. 
Modest gains on an overall 


basis will result from fairly rapid 
gains in some localities and rather 
sluggish markets in others. There 
has been some rise in mortgage 
arrearages and delinquencies, with 
a wide variety of experience as 
between localities. I think bankers 
know how to deal with these 
problems. 

Of those reporting to the U. S. 
Savings and Loan League’s Com- 
mittee on Trends and economic 
Policies, nearly three out of four 
see little change in the volume of 
house building and only a limited 
number see prospects for signifi- 
cant expansion. Again there are 
significant local variations. 

Investors in mortgages are likely 
to have continued opportunities to 
finance apartment house projects 
housing resulting from urban re- 
newal projects, and special types 
of programs, such as housing for 
the aged. I think they recognize 
this, but I believe it is important 
to emphasize the fact that all of 
these areas represent different 
types of business than the single 
family house field. They will need 
to exercise more than ordinary 
caution and rely to a greater ex- 
tent than usual on experts and 
specialists in these areas. 

The increase in the percentage 
of the home financing business 
done by the savings and loan 
institutions, while highly signifi- 
cant is not likely to be matched 
in the year ahead, particularly if 
there is increasing competition 
from other lending institutions. 

Currently savings trends appear 
to be favorable. Consumers may 
step up their buying rates in the 
months ahead and this may bring 
scme reduction. in the flow of 
savings, but in general I would 
expect the continuation of a favor- 
able volume of savings. In fact, 
I believe that increased consumer 
svending during the next few 
months would result in more jobs 
and greater incomes rather than 
less saving. 


Adequate Mortgage Money Supply 


I do not foresee shortages of 
mortgage money. If there are up- 
ward pressures on lending rates, 
they will be modest and are likely 
to come later rather than earlier 
in the year. Indeed, bankers may 
face increasing competition in 
mortgage markets. Current esti- 
mates do not indicate a rapid ex- 
pansion in business expenditures 
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for plant and equipment. Conse- 
quently, banks and insurance 
companies may be taking more of 
an interest in the mortgage mar- 
ket than has been the case in 
recent months. 

Thus, it would’ not appear that 
higher dividends would be needed 
in order to attract a greater vol- 
ume of savings to handle the 
demands for home financing. 

Not only do market forces sug- 
gest little upward pressure on 
rates, but the Kennedy Adminis- 
tration is strongly committed to 
economic growth and holds the 
position that favorable interest 


rates are necessary to economic 
growth. As part of the Adminis- 
tration, the Federal Home Loan 


Bank Board will reflect this point 
of view. 


Implications for the Savings 
And Loan Business 


What do these potential trends 
of development suggest for sav- 


ings and loan managers during 
1962 and the years ahead’? 

I have already made several 
suggestions. The possibility of in- 
creasing competition from other 
lenders is something with which 


many have had experience. I need 
not elaborate on the policies that 
will be required 

I have also indicated that there 
appears to be little reason for a 
revision of present dividend poli- 


cies in the light of potential 
developments in the money and 
mortgage markets. 

I have also suggested the im- 
portance of using expert advice 
for assistance in special fields, 
notably lending on apartment 
house projects, the financing of 
housing in urban renewal areas 


and projects related to housing for 
the aged. Increased use of expert 
appraisers, market analysts, land 
planners and others would appear 
to be indicated since these fields 
represent substantially different 
types of problems than those of 

the single family house field 
I think if I were to suggest one 
line of development deserving of 
special consideration, it would be 
that of greater emphasis on a 
market orientation to the business. 
By a market orientation I mean 
the whole set of viewpoints, at- 
titudes and concepts which stress 
the development of major policies 
and decisions in the light of the 
total market situation in which a 
bank will be working. I recognize 
that this business, more than most 
financial institutions, has had a 
heavy market orientation through- 
out the postwar years. I think we 
Continued on page 27 
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TAX-EXEMPT BOND MARKET 


BY DONALD D. MACKEY 











As the calendar changes from 1961 
to 1962 and the volume of new 
issue state and municipal financ- 
ing is temporarily diminished in 
abeyance to the intervening holi- 
days, the See as well as the 
problems of the tax-exempt bond 
industry generally come up for 
more or less serious comment. 

The most interesting commen- 
tary, as we see it, concerns the 
volume of underwriting accom- 
plished during 1961 in relationship 
to the prevailing market level. 
The Bond Buyer reports that a 
record new issue volume was 
handled during 1961, the total be- 
ing approximately $8.3 billion. 
According to the same authority 
the previous record high volume 
was in 1959 with a total of about 
$7.7 billion. The 1960 volume was 
about $7.2 billion. 


Price Stability Remarkable 


The 1961 volume itself is not of 
particular significance but the fact 
that this volume was underwrit- 
ten and for the most part mar- 
keted within a narrow market 
framework is, to say the least, 
remarkable. A year ago (Dec. 28, 
1960) the Commercial and Finan- 
cial Chronicle’s high grade 20- 
year bond Index averaged at a 
vield of 3.23%. The Index, as of 
Dec. 27, averages at a 3.292% 
yield. This would indicate that the 
market is lower by less than 
three-quarters of a point after 
having absorbed a record volume 
of bonds and following the year 
1960 when the volume absorbed 
was less by over a billion dollars. 


During the year 1961 ihe tax- 
exempt market fluctuated less than 
during any year in our memory. In 
terms of yield the high point was 
during the first week in July 
when our Index averaged 3.423% 
on both June 28 and on July 5. On 
Sept. 6 the average reached 3.415% 
aiter touching 3.35% on July 26. 
Frequently during the summer 
months, yields have been at their 
highest. The year’s lowest aver- 
age yield was touched on March 1, 
when it averaged out at about 
3.20%. 

To sum up this price fluctuation 
it would appear that as between 
the highest and lowest yield In- 
dexes, the tax-exempt market 
fluctuated less than 2% points in 
terms of dollars. This is not to 
infer that individual issues did 
not fluctuate considerably more 


than this at one time or another. 
Quality, maturity, and coupon 
might have influenced fluctuations 
in individual instances to a more 
exaggerated degree. However, on 
the basis of the Chronicle’s Index, 
which is predicated upon actual 
offerings of selected high grade 
bonds, the market swings were 
abnormally small. 


Not Much “Net” to Dealers 


In further commentary on the 
market during 1961 it may be as 
validly reported, although the 
statistical background is less prag- 
matic, that dealer. profits were 
relatively shortened. Although 
profit margins as set up in the 
bidding formulae were generally 
of traditional spread, the profits 
realized in the aggregate were 
considerably less than contem- 
plated. Increased coinpetition 
among dealers has prevailed dur- 
ing all of 1961 and the over 
pricing of new issues has been an 
incessant result. 

A large proportion of the ac- 
complished underwriting often 
quickly resulted in short profits 
and not infrequent losses. In a 
more or less trendless market 
framework, as 1961’s has been, 
this sort of operation appears as 
inevitable. The dealers’ aggres- 
siveness and optimism under these 
circumstances is continuously off- 
set by the buyers’ shrewd willing- 
ness to pass up particular issues, 
or to bid the dealer down in line 
with his own price ideas. This 
situation certainly adds to the 
gaiety of the investors and to the 
activity of the business, but fi- 
nancial results from a dealer 
viewpoint have become relatively 
diminished. 


1962 Yield Forecast 


It would appear that the tax- 
exempt bond business will con- 
tinue to be very competitive into 
1962. It would also seem that new 
issue volume will keep pace with 
the needs of the future. Record 
new issue volume seems likely 
to be set in the year ahead as 
no important market impedimenta 
would avpear in prospect. All are 
hopeful that economic growth 
will continue. This growth seems 
not likely, in the form of capital 
expansion, to demand relatively 
more from the financial commu- 
nity than has been demanded dur- 
ing 1961. 


MARKET ON REPRESENTATIVE SERIAL ISSUES 


< - Rate Maturity Bid Asked 
California S a 3%% 1978-1980 3.60% 3.45% 
Connecticut (State) ...........__._ 334% 1980-1982 3.35% 3.20% 
New Jersey Highway Auth., Gtd... 3% 1978-1980 3.35% 3.25% 
New York (State) i 3% 1978-1979 3.30% 3.15% 
Pennsylvania (State)__.___________ 33%% 1974-1975 3.10% 3.00% 
E oe 34%% 1978-1979 3.25% 3.10% 
New Housing Auth. (N. Y. N. Y.) 3%% 1977-1980 3.35% 3.20% 
rn eee, eee 334% 1978-1980 3.65% 3.50% 
I ih 3%% 1980 3.45% 3.30% 
De ON o annaa 342% 1980 3.40% 3.25% 
New eR a Se a 3⁄1% 1979 3.55% 3.40% 
ne 3%% 1977 3.60% 3.45% 
nr en Cer Pe 3% 1980 3.60% 3.55% 
December 27, 1961 Index =—3.292% 
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With the continued intelligent 
surveillance that has been exer- 
cised by the Federal Reserve 
it would seem to follow that next 
vear’s bond market would portend 
no new problems; perhaps more of 
the same barring conditions of 
warfare. We see, at this point, 
little valid reason to anticipate 
any more fluctuations in tax- 
exempt bond rates than has ob- 
tained during 1961. The increasing 
value of tax exemption, particu- 
larly to bank and institutional 
investors, and the breadth of this 
sphere, is an. added stabilizing 
factor. 


The inventory. situation has 
improved dramatically during the 
past two weeks. On Dec. 27 the 
Blue List of state and municipal 
bonds totaled only $338,728,399. 
As recently as Nov. 30 the total 
was $504,540,000. This condition 
has been a large factor in the 
recently improved general market. 


January Offerings Impressive 


The new issue calendar covering 
the next six weeks is abnormally 
light for this time of year. Less 
than $400,000,000 is currently ad- 
vertised for sale at competitive 
bidding. This situation may soon 
change but in the meantime Janu- 
ary’s market seems certain to be 
a very competitive affair. 

Early in January the new issue 
features include: $25,000,000 
Puerto Rico, general obligation 
bonds selling Jan. 3; $25,000,000 
Port of New York Authority rev- 


enue bonds selling Jan. 4 and 
$30,000,000 East Bay Municipal 
Utiiity District, Calif., general 


obligation bonds selling Jan. 9 


Recent Awards 

The list of new issues which 
have sold during the past week 
has been sparse of big names but 
four issues of note have sold and 
are worth commenting § about. 
Tuesday, Dec. 26, saw the sale of 
$3,225,000 Larimer County, Colo., 
Paudre School District (1963- 
1987) bonds to the group headed 
by Boettcher & Co. through ne- 
gotiation. Other members of this 
group include Bosworth, Sullivan 
& Co., Don A. Chapin &. Co., 
Coughlin & Co., Inc. and Peters, 
Writer & Christensen, Inc. Scaled 
to yield from 1.75% to 3.30% the 
issue attracted excellent investor 
demand with the press time bal- 
ance being $200,000. 


Anaheim Union High School 
District, Calif., awarded $1,700,000 
bends, due 1963-1982, to the syn- 
dicate headed. by Bank of America 
N.T. & S.A. as 3%s and 3%s. Other 
major members of this syndicate 
are Wells Fargo Bank American 
Trust Co., C. J. Devine & Co., 
Weeden & Co., The Northern 
Trust Co., Paine, Webber, Jackson 
& Curtis and Phelps, Fenn & Co. 
Reoffered to yield from 1.70% to 
3.50% the present balance is 
$1,015,000. 

Wednesday, Dec. 27, witnessed 
the sale of $2,500,000 Mahoning 
County, Ohio West Branch Reser- 
voir bonds to the group headed 


by Halsey, Stuart & Co., Inc. As- 
sociated with Halsey, Stuart & 
Co., Inc. as major members of 
this group are Paine, Webber, 


Jackson & Curtis, Hornblower & 
Weeks and First of Michigan 
Corp. Scaled to yield from 1.80% 
in 1963 to 3.50% in 1982, about 
three-quarters of the bonds have 
been sold. 


The final issue of the week 
involved $1,685,000 City of Pitts- 
field, Mass. Water & Sewer bonds 
which were awarded to the Leh- 
man Brothers syndicate on its 
high bid. Other major members 
of this syndicate include Kuhn, 
Loeb & Co., Shields & Co., F. I. 
duPont & Co. and Wm. E. Pollock 
& Co. Scaled to yield from 1.607 
in 1962 to 3.25% in 1981, about 
one-quarter of the bonds have 
been spoken for. 


Tell Road Issues Higher 
The toll road and other revenue 
issues have improved in market 
tone during the last week or two 


also. The Smith, Barney & Co. 


. Thursday, December 28, 1961 


to one half a point improvement. 


Turnpike Bond Yield Index aver- The new Florida State Turnpike 


aged out at 3.86% 
last reporting the average 
was 3.90%. 


on Dec. 21. On 4%s which came to market last 
yield week at 99 are now 9914 
This represents close have sold as high as 100 14 


bid, and 











Larger Issues Scheduled For Sale 


In the following tabulations we list the bond issues of 
$1,000,000 or more for which specific sale dates have been set. 


Dec. 28 (Thursday) 
Hartford County Metro. D., Conn. 3,209,000 


Jan. 1 (Monday) 


Cypress-Fairbanks CISD, Texas-- 2,325,000 

Taylor Township Sch. Dist., Mich, 3,500,000 
Jan. 2 (Tuesday) 

Lauderdale Co. Sch. Dist., Miss._- 1,400,000 


Jan. 3 (Wednesday) 
Puerto Rico (Commonwealth of). 25,000,000 

Jan. 4 (Thursday) 
Georgia State Office Bldg. Auth., 


EE nan aa a 6,000,000 
Port of New York Authority, N. Y. 25,000,000 
University of South Carolina- ---- 2,480,000 


Jan. 5 (Friday) 
Georgia Univ. Sys. Bldg. Auth., Ga. 6,170,000 


Jan. 8 (Monday) 


Carroll College, Mont.__-..------- 1,297,000 
Flint, Mich. athe 6,950,000 
Kenton City Sc ‘h. Dist., Ca erin cae 1,678,000 
Riverside City Sch. Dist., Cie... 1,000,000 


Jan. 9 (Tuesday) 


Benton & Linn Countries, Corwallis 


Sch. Dist 509J, Ore._ a 2,100,000 
East Bay Mun. Util. Dist., Calif. 30,000,000 
Montgomery County, Md.___-_- : 13,150,000 
Roseville Sc” ool District, Mich._.- 1,500,000 
Terrebonne Par. Cons. SD #1, La. 2,000,000 


Jan. 10 (Wednesday) 


Buckeye Valley Local S. D., Ohio 1,455,000 
Lee County, Fia.. a 1,150,000 
Minneapolis Special 8. D. 1, Minn. 2,000,000 
New Mexico (State of)- de dre 8,043,972 
New York (State of)... =- -= JY G 38,000,000 
Pascagoula Mun. Sep. S> D., Miss. 2,000,000 
Princeton. Township, N. J.___~-- 1,050,000 
e a ae 20,000,000 
Wynford Local Sch. Dist., Ohio___ 1,242,000 


Jan. 11 (Thursday) 


Clark County, County S. D., Nev. 6,000,000 
I TM aaa aM oe 2,160,000 
Port Clinton City Sch. Dist., Ohio 2,150,000 
Jan. 13 (Saturday) 
Carleton College, Minn._______-__. 1,295,000 
Jan. 15 (Monday) 
Ascension-St. James Bridge & 


Ferry Authority, La._- _.... 30,750,000 
Manitowoc, Wis. -_-_- 7 1,500,000 
Worthington Exem. Village SD, O. 1,200,900 


Jan. 16 (Tuesday) 


Niagara Falls, New York. 1,959,000 
Oceanside-Carlsbad Junior College 
District, Calif. —- 3,500,000 


Jan. 17 (Wednesday) 

Alpine School District, Utah_ 2,500,000 

Hempstead, New York 2,605,000 

Norwalk Local Sch. Dist., 1,345,000 

Washoe County, Nev. ; 1,950,000 
Jan. 22 (Monday) 

Caldwell Parish, La... 1,975,000 

Ector County, Texas.. Sn 1,500,000 
Jan. 23 (Tuesday) 

Georgia Rural Roads Auth., Ga. 15,000,000 

Jan. 24 (Wednesday) 

Hempstead UFSD No. 7, N. Y. 1,270,000 

Missoula, Mont. 1,700,000 

Stepenson County, Freeport School 

District 145, Ore.. 


Ohio- 


1,650,000 


Jan. 25 (Thursday) 
2,000,000 
3,775,000 


Austin, Texas 
Bossier City, La. i 
Jefferson Parish Cons. 
District, La. _- ni 1,000,000 
Rocky River City Sch. Dist., Ohio 2,250,000 
Jan. 29 (Monday) 
1,300,000 
Jan. 30 (Tuesday) 
2,505,000 
Feb. 1 (Thursday) 
Acadia Parish Sch. Dist., La. 2,900,000 


Eastern New Mexico University 2,175,000 
Madison, Wis. 1,000,000 


Feb. 5 (Monday) 
Mun. Water Dist., Calif. 2,900,000 


Feh. 6 (Tuesday) 
Ohio 7,000,000 
C alif.. 35,000,000 
45,000,000 
1,700,000 


Drainage 


Pomona, Calif. 


Waco, Texas 


Tri-Cities 


Columbus City Sch. Dist., 
Los Angeles Sch. Dist., 
New Jersey (State of) 
Two Rivers, Wis. ___.. 


1962-2001 


1963-1987 


1962-1984 


1964- -200 1 


1964-1991 


1963-2000 
1963-1991 
1963-1982 
1963-1982 


1963-1977 
1963-1997 
1963-1987 
1963-1987 
1964-1987 


1963-1983 
1964-1981 
1965-1982 


1963-1987 
1963-1992 
1963-1982 
1963-1984 


1963-1981 
1963-1981 
1963-1984 


1964-2001 


2001 
1963-1982 
1963-1982 


1964-1973 


1963-1984 


1963-1982 


1962-1976 


1963-1987 


1963-1987 
1963-1992 


1963-1982 


1963-1992 


1963-1992 
1963-2001 


1963-1985 


2:00 p.m. 


10:00 a.m. 


11:00 a.m. 


10:00 a.m. 
3:00 p.m. 

Noon 
10:00 a.m. 


7:30 p.m. 
10:00 a.m. 
8:00 p.m. 
10:00 a.m. 


11:00 a.m. 
11:00 a.m. 
10:00 a.m. 
9:00 a.m. 
11.00 a.m. 
8:00 p.m. 
11:00 a.m. 
1:00 p.m. 


2:00 p.m. 
Noon 


8:30 p.m. 


11:00 a.m. 
11:00 a.m. 
1:00 p.m. 


10:30 a.m. 


1:00 p.m. 


9:00 a.m. 


1:30 p.m 
8:00 p.m. 


8:00 p 


10:00 a.m 


2:00 p.m. 


8:00 p.m 
3:00 p.m. 
10:00 a.m 
10:00 a.m. 
7:30 p.m. 
Noon 





_— TT i a 


Wwa 64 a a a em a Gh a Dadia 


it ht TF h AS on pee s 


w As M e p 


Aeanawoae—r ees A 


~ 
a 





Volume 194 Number 6120... The Commercial and Financial Chronicle 


Business and Financia] 
Forecast for Coming Year 


By Roger W. Babson 


There is hardly any significant facet of our economy, or likely 
new development or exit of developments turned sour, which escapes 
the prescient eyes of Mr. Babson in his annual forecast for the 
year ahead. Predicted, for example, is the slowing down of auto- 


matic factories because of their 


prohibitive costs, the growth of 


polymer Chemicals and “epoxy” cements, the use of color in steels, 
cement and advertising to stimulate sales, the relative stability 
of bond prices and sufficiency of mortgage funds, and a push in 
stock prices as a result of mutual funds’ popularity. Mr. Babson also 
notes the inflow of foreign investments here and weighs economic 
prospects of foreign lands wherein he is most bullish about Canada. 


I am hopeful for 1962; it should 
be a better year than 1961. Indus- 
trial production will exceed that 
of 1961. 

There will be neither a nuclear 
war nor total disarmament in 
1962. Considerable progress may 
be made toward a ban on atomic 


weapons. 
Retail trade will make new 
records during 1962. Increased 


newspaper advertising, especially 
in colors, will be a great boon to 
merchandising. 

Commodity prices will act er- 
ratic during 1962. Agricultural 
prices will be held up by legis- 
lation, but many metals will sell 
for less. 

The official cost-of-living fiz- 
ure will rise slightly in 1962, but 
there may be a scandal in Wash- 
ington over how this figure is cal- 
culated or adjusted. The real in- 
crease in the cost-of-living will 
be due to increased wages de- 
manded. 


The only certain shortages dur- 
ing 1962 will be in land suitabie 
for parking places and waterfront 
property readily accessible “to 
building lots; also for automobile 
“graveyards” near cities which 
have been zoned. 

The building of shelters will 
look silly before the end of 1962. 
Certainly the Federal Govern- 
ment will not underwrite the 
building of private shelters for 
individual families. 


Land Value Rise as Homes 
Depreciate 

Good real estate must rise in 
price as the population increases. 
Elementary mathematics deter- 
mines the price of suburban real 
estate. While the land on which 
a house now stands should in- 
crease in value during 1962, the 
building itself depreciates from 
the moment when it is first oc- 
cupied. A possible exception 
would be certain very attractive 
ranch houses painted in color. 

Automobile production will be 


the most important statistical 
indicator during 1962. This ap- 


plies to both the number of auto- 
biles and their sales value. We 
now have no reliable figures for 
the latter. 

We will gradually approach an 
average of two cars for every 
family. The life of automobiles 
should gradually increase. The 
percentage of automobiles an- 
nually destroyed will decrease in 
1962. 

Automobiles and gasoline will 
be, increasingly, sources for rais- 
ing money by taxation. These 
means will be extended to include 
an additional assessment on the 
manufacturers of automobiles. 

Cheering Business Tax News 
as a wnole, will con- 
inerease in 1962 for 
every family. Business net taxes, 
however, will decrease in 1962, 
through the granting of depre- 
ciation refunds which can be done 
by Executive order. The manu- 
facturer may greatly increase his 
deductions for past investments 
and new machinery, plant, and 
equipment. Douglas Dillon feels 
that such tax reductions will in- 
crease the purchase of new equip- 
ment, develop greater efficiency, 


Taxes, 
tinue to 


and result in a net improvement 
in the employment situation. This 
is good news for 1962. 

With all-the above changes, plus 
increased public improvements 
and longer vacation periods, fam- 
ilies must save somehow and cut 
somewhere. I think it will begin 
in 1962 with clothing. This will 
gradually become cheaper and 
more attention will be paid to 
color. 

The time is approaching when 
the weaving of cloth will be 
greatly curtailed. Clothes will be 
made like paper. Plastic coats 
are already on the market. These 
are produced by feeding the cel- 


lophane into a machine which 
cuts to desired sizes and bonds 
(not sews) the material into 


beautifully finished goods of dif- 
ferent colors. 


Phohibitive Costs of Automation 

We will hear more about auto- 
mation during 1962. But the cost 
of building automatic factories is 
so great that the:ehange is coming 


slowly. Even electronics has beéfi’ 


overemphasized. 
There ‘need be no unemploy- 
ment among steel workers during 


1962. But government unemploy- 
nent figures will remain high. 


Foreign competition, due to low 
wage; abroad, will be an impor- 
ant factor. Women will prefer to 
work in air-conditioned factories 
and have their home pantries 
fiiled with precooked foods. 

Labor unrest will grow in ex- 
tent and power. The Kennedy 
Administration is friendly to 
utiion leaders and their demands. 
There will be demands for more 
“fringes” in 1962. A steel strike 
is possible. 

This means that with increased 
taxes, prices for retail products 
will be higher. This will be 
blamed on “inflation” of money; 
but it will be due to inflation of 
living standards. 


The real value of the dollar will 
decline slightly during 1962, due 
to the decrease in the productiv- 
ity of labor. The electronics in- 
dustry will temporarily suffer in 
1962 if atomic warfare is out- 
lawed. But otherwise the elec- 
tronics industry will increase for 
some years to come and hold up 
the dollar value. Watch polymer 
chemicals and “epoxy” cements. 


Plenty of Mortgage Money 

There will be enough money 
for mortgages insured by the Fed- 
eral Housing Administration in 
1962. Plenty of money will be 
available for mortgages guar- 
anteed by the Veterans Adminis- 
tration, although this supply 
varies with different sections of 
the country. Interest rates on 
conventional loans not having any 
government guarantees will be a 


little higher. Real estate people 
will worry about the public’s de- 
sire to build, rather than about 


their obtaining mortgage money. 
The kilowatt. heurs of elec- 
tricity produced in 1962 will ex- 


ceed the total of any previous 
year. This is favorable to utility 
preferreds. 

Steel preduction in 1962 will 
exceed this year’s 100 million 
tons, but the increase will come 


from producing steel in colors. 


Cement production will be 
about the same in 1962 as in 1961, 
but the industry’s capacity to pro- 
duce is increasing too rapidly in 
view of the demand. The cement 
manufacturers must give more at- 
tention to colors. 

Expenditures for plant and 
equipment in 1962 will increase, 
supplemented by large appropri- 
ations for repainting factories and 
offices in many colors, 

Newsprint production depends 
upon the number of newspapers 


and the amount of advertising 
sold. I forecast a decline in the 


amount of newsprint sold during 
1962, but advertising receipts may 
increase through the better use of 
colors. This may result in the 
increased use of coated paper to 
better take color printing—with 
a 50% increase in advertising 
rates. 

There will be some increases in 
color TV sales in 1962. In fact, I 
think the present TV market is 
far from being saturated. 


First-class postage rates will 
not be increased during 1962. 
Hence, more money will be spent 
on direct mail selling. This should 
help job printers in 1962, as their 
present margin of profit is very 
small.. Billboard advertising will 
increase during 1962, due to a 
new kind of paint. 


Lumber will do well to hold its 
own in 1962 and much of it will 
be sold colored. Wall-to-wall 
carpeting will become even more 
popular, reducing the price of the 
best hardwood floors. 

Exports will probably increase 
during 1962, but the surplus of 
trade in favor of the United 
States is constantly decreasing. 


Sees Democratic Trend 
President Kennedy is encour- 
aged, hy the srecent.elections in 
New. York,, ,New., Jersey, and 
Texas. This Democratic trend 
will continue during 1962, not- 
withstanding former President 
Eisenhower’s campaign speeches. 
President Kennedy will be 
more favorable to “big business” 
in 1962 only when he is able to 
use big business to increase em- 
ployment. Profit margins will not 
improve during 1962, although 
most industries will do better in 

terms of gross and volume. 
Bond prices will not change 
much during 1962, except in the 
case of “non-taxables.” European 


investors are buying American 
stocks and bonds feeling that 
their money is safer in United 


States industries and real estate. 
Even the first mortgage bonds of 
transcontinental railroads are 
being bought by Europeans. The 
manufacturers of West Germany 
are making huge profits through 
the use of new machinery and 
low wages. They are sending 
their money to the United States 


to be invested. They seem to 
prefer suburban real estate, 
shopping centers, and electric 


utilities. I hope they are not buy- 
ing into too many “fly-by-night” 
new electronic companies. 
Buying of Mutual Funds will 
continue to exceed selling in 1952. 
Considering that brokers make 
much more profit by selling Mu- 
tual Funds than by selling shares 
of individual stocks—and consid- 
ering the thousands of salesmen 
selling Mutual Funds—this should 
help stock prices during 1962. Re- 


member that the Mutual Funds 
operators must go to the New 


York Stock Exchange to purchase 
stock to support these Mutual 
Funds which salesmen are selling 
in the field. 

The so-called “service indus- 
tries’ — including education, 
beauty parlors, travel, entertain- 
ment, and government positions— 
should prosper in 1962. 

Among the fastest growing in- 
dustries in 1962 will be the 
plastics and glass’ industries. 
These materials will gradually 
take the place of wood, stone, 
cement, and even some metals,— 
except as these are colored. 
Plastics and glass will become 
more important building mate- 
rials and perhaps be used much 
more for automobiles. 


Some unexpected event or dis- 
covery will cause the Dow-Jones 
Industrial Average to sell much 
higher during the next few years. 
As an illustration of what one of 
these unexpected events will be, 
I mention the polymer develop- 
ments in chemistry, including 
“DNA” and “RNA,” which may 
provide the source of life and ex- 
tend it—ves, perhaps restore it, in 
special cases. 


Attractiveness of Canada 


I am bullish on Canada for safe 


investments during 1962. Canada 
has a small population of only 
about 18,000,000, but it is rich in 
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natural resources and has a 
sound, progressive government. I 
do not expect a nuclear war to be 
started by Russia; but if it comes, 
Canada will be a good place to 
live and to have your money in- 
vested. 


South and Central America 
also have great natural resources; 
but most of their countries are 
ruled by selfish dictators. I be- 
lieve most of our southern neigh- 
bors will suffer from serious m- 
flation during 1962 and become a 
great problem for the United 
States, 


Although the countries of Eu- 
rope could be the greatest suffer- 
ers in case of World War III, the 
people I meet in Europe fail to 
realize this. I forecast that they 
will look at the situation more 
realistically during 1962. 

West Germany is very prosper- 
ous; East Germany is in terrible 
condition. Much unemployment 
exists in Italy, France, and even 
Great Britain. I advise against 
investing money in Europe dur- 
ing 1962. 


I am uncertain how to advise 
about Africa. But it is very rich 
in natural resources — including 


gold, diamonds, and almost every 
metal—as well as having the 
greatest undeveloped waterpower 
in the world. Barclays Bank I am 
personally acquainted with and 
recommend. Both Barclays and 
the Standard Bank are owned in 
England and have a great many 
branches; the latter has over 850 
branch offices in Africa. Readers 
who are interested in keeping in 
touch with Africa may secure free 


of charge the Standard Bank 
Monthly Review by writing the 
Standard Bank of South Africa, 


10 Clement Lane, London, EC 4. 
The banking of Northern Africa 
is controHed by the French. I 
would against putting 
money into Northern Africa dur- 
ing 1962. 

The final result 1962 — 
whether it will make us a strong- 
er or a softer nation—spiritually, 
physically, and de- 
pends upon our parents, teachers, 


advise 


of 


mentally 


preachers, and newspaper pub- 
lishers. These, and not Russia, 
hold the future of the United 


States in their hands. 


This announcement is neither an offer to sell nor a solicitation of offers to buy any of these securities. 
The offering is made only by the Prospectus, copies of which may be obtained in any 
state from such dealers as may lawfully offer the securities in such state. 
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DEALER- 


INVESTMENT 


BROKER 
LITERATURE 


AND RECOMMENDATIONS 


IT IS UNDERSTOOD THAT THE FIRMS MENTIONED WILL BE PLEASED 
TO SEND INTERESTED PARTIES THE FOLLOWING LITERATURE: 











Canadian Oils — Review—James 
Richardson & Sons, Inc., 14 Wall 
Street, New York 5, N.. Y. Also 
available is an analysis of Mocre 
Cerporation Ltd. 


Capital Goods Industries and 1962 
prospects — David L. Babson and 
Company, Inc., 89 Broad Street, 
Boston 10, Mass. 


Electric Utility { 
—Bache & Co., 36 Wall St., New 
York 5, N. Y. Also available is a 
report on Columbia Broadcasting. 





Favored Fourteen for ’62 — Data 
on American Metal Climax, 
Cleveland E_ectric Lluminating, 
Cutler Hammer, Fedders Corp., 
First National Stores, Hammond 
Organ, Household Finance Corp., 
Internat'onal Nicke! Ca., Kirg- 
Seeley Thermos Co., National Dis- 
tillers & Chemicat, Parke-Pavis 
Random House, St. Regis Paper, 
and Texas In,truments — Good- 
body & Co., 2 Broadway, New 
York 4, N. Y. Also available are 
reports on Cincinnati Milling Ma- 
chive, El Paso Natural Gas Co., 
United Shoe Machinery Corp., 
Babcock & Wilcox, Borg Warner 
Corp., Cooper-Jarrett, Ryder Sys- 
tem and Wisconsin Central. 


Japanese Electronics Industry — 
Analysis—Nomura Securities Co., 
Ltd., 61 Broadway, New York 6, 
F 

Japanese Market — Investment 
survey — Daiwa Securities Co., 
Lid., 149 Broadway, New York 6, 


N.Y. 
Japanese Market-— Review — 
Yamaichi Securities Co. of New 


York, Inc., 111 Broadway, New 
York 6, N. Y. Also available are 
analyses of the Japanese Vinyl 
Chloride Industry, Telephone and 
Telegraph Industry, Ricoh Co., 
Ltd. and Nippon Musical Instru- 
ments Manufacturing Co., Ltd. 


Japanese Stocks — Handbook for 
investment, containing 20 essen- 
tial points for stock traders and 
investors — The Nikko Securities 
Co.. Ltd.. Tokyo. Japan — New 
York office 25 Broad Street, New 
York 4, N. Y. 

Over-the-Counter Index — Folder 
shewing an up-to-date compari- 
ron between the listed industrial 
stecks used in the Dow-Jones 
Averages and the 35 over-the- 


counter industrial stocks used in 


the National Quotation Burear 
Averages. both as to vield and 
market performance over a 23- 


year period — National Quotation 
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and j 
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Troster, Singer & Co. 


Bureau, Inc., 46 Front Street, 


New York 4, N. Y. 


Review and Forecast for 1962— 
A look at the market—Schweic- 
kart & Co., 29 Broadway, New 
York 6, N. Y. 

Steel — Survey — Shields & Co., 
44 Wall St., New York 5, N. Y. 
Also available is a survey of 
Lowe’s Companies and Pauley 
Petroleum. 


Tetal Corporate Impact—Booklet 
outlining seven key corporate ob- 
jectives and why it is basic to a 
company’s acceptance and growth 
in today’s economy — Albert 
F:ank - Guenther Law, Inc, 
(Quentin Smith), 131 Cedar St., 
New York 6, N. Y. 

Transfer Tax Rates—-Booklet giv- 
ing current Federal and State 
Stock Original Issue and Transfer 


Tax Rates—Registrar and Trans- 
fer Co., 50 Church St., New York 
T o: S. 


Memorandum 
Marietta St., 


Trucking Industry 
—Courts & Co., 11 


N. W., Atlanta 1, Ga. 
U. S. Government Bonds—Memo- 
randum—D. H. Blair & Co., 42 


Broadway, New York 4,N. Y. Also 
available is a memorandum on 
Fluor, 

Why Investers Look to California 
—Booklet describing investment 
opportunities for surplus funds— 
World Savings & Loan Association, 
1926 Wilshire Blvd., Dept. 57-P, 
Los Angeles, Calif. 


Air Pialinete and Chii Inc. 
—Review—Vanden Broeck, Lieb- 
er & Co., 125 Maiden Lane, New 
York 38, N .Y. Also available is a 
review of Southwest Gas Corp. 

Allegheny Ludlum Stee!l—Analy- 
sis—Evans & Co., Inc., 300 Park 


Avenue, New York 22, N. Y. 

American Steel Foundries An- 
alysis —- Colby & Co., Inc., 85 
State Street, Boston, Mass. Also 


available is a report on McKesson 
& Robbins. 

Automation Industries, Ine.—Re- 
port — Taylor, Bergen, Lynn & 
Lee, 1830 West Olympic Blvd., 
Les Angeles 6, Calif. Also avail- 
able is a report on Mobile Video 
Tapes Inc. 


Aveo Memorandum Paine, 
Webber, Jackson & Curtis, 25 
Broad St., New York 4, N. Y. Aiso 
available are memoranda n 
Nerth American Aviation, Con- 
sumer Power, Whirlpool, Atchi- 
son, Topeka & Santa Fe Railway 
arc Bucyrus. 
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The Commercial and Financial Chronicle ... 


Bauer Aluminum — Analysis— 
Parker, Ford and Company, Inc., 
Vaughn Building, Dallas 1, Texas 
California Financial Corporation 
-Analysis—William R. Staats & 
Co., 640 So. Spring St., Los An- 
geles 14, Calif. Also available is 
an analysis of Pabst Brewing. 
Casa Electronics—Report—Adams 
& Company, 5455 Wilshire Blvd., 
Los Angeles 36, Calif. 
Castle & Cooke — Report—Rey- 
nclds & Co., 120 Broadway, New 
York 5, N. Y. Also available is a 
list of stocks which should rally 
after Jan. 1. 
Central Soya Company—Survey— 
Thomson & McKinnon, 2 Broad- 
way, New York 4, N. Y. 
Ckain Belt Co.—Data—A. M. Kid- 
der & Co., Inc., 1 Wall St., New 
York 5, N. Y. Also available are 
data on Chicago Pneumatic Tool 
Co., Gardner-Denver and Reliance 
Electric & Engineering. 


Chemetron Corp. — Report—H. 
Hentz & Co., 72 Wall St., New 
York 5; N. Y. 

Consumers Gas Company—Analy- 
sis—Royal Securities Corp., Ltd., 
244 St. James Street, West, Mon- 
treal 1, Que., Canada. Also avail- 
able are analyses of Distillers Cor- 





poration - Seagrams Ltd. and 
Southam Co., Ltd. 
Denver Chicago Trucking—Mem- 


orandum—Charles A. Parcells & 
C^.. Penobscot Bldg., Detroit 26, 


Mich. 

Discount Stores, Inc.—Analysis 

Bchmfalk & Co., Inc., 51 Broad 

St.. New York 5, N. Y. 

Dresser Industries—Memorandum 
Uhlmann & Co., Inc., Board of 

T.ade Bldg., Kansas City 5, Mo. 

Electronics Capital Corp.—Mem- 

orandum—Birr & Co., Ine., 155 

Sansome St., San Francisco 4, 

Calif. 

Esquire Incorporated—Analvysis 

Laird. Bissell & Meeds, 120 Brozd- 

wey, New York 5, N. Y. 

Fritzi of California Manufacturing 

Corp.—Analysis—Schwabacher & 


Co., 100 Montgomery St., San 
Francisco 4, Calif. 
Gamble Skogmo—Analysis—Rob- 


inson & Co., Inc., 15th and Chest- 
nut Sts., Philadelphia 2, Pa. 

Gibra tar Financial Corporation 
of California Analysis First 
Cailfornia Co., Inc., 647 South 
Srring Street, Los Angeles 14, 


Calif. 

Hiud-on Pulp & Paper Data 
Boenning & Co.. Alison Building 
Philadelphia 3, Pa. Also available 
are data on A. E. Statey, Rudd 
Melikian and United Merchants & 
Manufacturers 

Ludlow Corp. Memorandu 
Kidder. Peabodv & Co.. 23 South 


Clark Street, Chicago 3, Il 
Magretic Contro’s Co. Memo- 
randum—C. D. Mahoney & Co., 
Baker Building, Minneapolis 2, 
Minn. 

Micromatic Hone Corporation 
Bulletin—De Witt Conklin Orgean- 
zation, Inc.. 120 Broadway, New 
York 5. N. Y., 

Miner Industries—Report—J. R. 
Williston & Beane, 2 Broadway, 
New York 4, N. Y. 

Murphy Corporation Analytical 
brochure Howard, Weil, La- 
beuisse, Friedrichs & Co., 211 
Carondelet St., New Orleans 12, 
La. 


Narrow Fabric Memorandum 


Drexel & Co., 45 Wall St., New 
York 5, N. Y. 
Niagara Mohawk Power Corp. 


Aralysis—-W. E. Hutton & Co., 14 
Wall St., New York 5, N. Y. 

Ohio State Life - 
Analysis—Sutro & Co., 9804 Wil- 
shire Blvd., Beverly Hills, Calif. 


Olin Mathieson Memorandum 
Pershing & Co., 120 Broadway, 


Incurance Co. 


New York 5, N. Y. 

Ovtboard Marine—Report—Pur- 
cell & Co., 50 Broadway, New 
York 4, N. Y. 

Pabst Brewing Co.—Data—In cur- 


rer t issue of “Analysts’ Notehook” 
F. S. Moseley & Co., 50 Con- 


gress St., Boston 2, Mass. Also 


Thursday, 


December 28, 1961 


We Sincerely Trust That the 


Year Ahead Will Be One of 


Peace, Good Health and 


Prosperity for All. 
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available are data on Schenley In- 
dustries and Universal Conseli- 
dated Oil Co. 

Packard Instrument Co., Inc. 
Analysis—A. G. Becker & Co., 60 
Broadway, New York 4, N. Y. 
Radio Corporation of America—J. 
A. Hogle & Co., 40 Wall St., New 
York 5. N Y, 

Rath Packing Memorandum 
Sincere & Co., 208 South La Salle 
St., Chicago 4, Ill. Also available 
is a memorandum on the Airline 
Industry. 

Reeves Soundcraft—Chart Analy- 
sis—Auchincloss, Parker & Red- 


poth, 2 Broadway, New York 4, 

N Y. 

St. Clair Speciality Manufac'urins 

Co. Memorandum—wWalston & 

Co., Inc.. 201 South La ! X 

Chicago 4, Ill 

Seaboard Finance—Memo: 
Diamond, Steciz:ler N ‘ 

Wall SE. New York oo oe 


Smith Corona Marchant 
Arthur D. Dalfen, Box 4 W 
Street Station, New York 5, N 
Southwestern States Te! 
Co.—Memorandum—Parker. 
& Co., Vaughn Bldg... Dalla 
Tex. 
Standard Pressed Steel Co À 
alysis 3ioren & Co., 1424 Walnut 
St., Philadelphia 2, Pa. 
Superback Vending Memorat 
dum—Cowen & Co., 45 Wall St.. 
New York 5,N. Y. 


Syntex Ccrporation Report 
tichard Ney and Associates, 


242 North Canon Drive, Beverly 
Hills, Calif. 
Thiokel Chemical Corporation 


Review—L. F. Rothschild & Co., 
1°.) Broadway, New York 5, N. Y 
A'tso available is a review of In- 
terstate Department Stores. 

Unilever Limited and N. V.—Re- 


view—Carl M. Loeb, Rhoades & 
Cc.. 42 Wall Street. New York 5, 
N. Y. Also available are reviews 
of FMC Corp., and Crude Oil In- 
du:try and a memorandum ol 
Amerada. 
Wallace Investments—-Memora! 
dum Saunders, Stiver & Ci 
Terminal Tower Bldg., Cleveland 
1°. Ohio. 
Wite Motor € npany ni 
€ VU Ch 

' 1 | mp P Eastern 

ates, Phelps I Glidden 
Nationa! Standard, Arvin Indu 
tries, and Oils 
R. C. Wiliam ] 
Harc & | z 
York 4, N. Y. 
Zale’s Jewelry Co Ve 

Eppoler, Guerin & Turner, Fi 
it Union Hower, Dallas 1, Tex 
Zile’s Jewelry Co., Inc.—Repor' 
Bruns. Nordeman & Co. | 
Broadway, New York 6, N. Y.A 
available are memoranda on I T I 
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Specialists in Canadian Securities as Principal for 
Brokers, Dealers and Financial Institutions 


Grace Canadian Securities. Ine. 


Members: 
25 Broadway, 


TELEX 015-220 ° 


New York Security Dealers 


Association 


New York 4, N. Y. 
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Orders Executed at regular commission rates 
through and confirmed by 


Members 
The National A 





Principal Stock Ex 
ociation of Secur ty 


Changes 


if Canada 
Dealers 


25 Broadway, New York 4, N. Y. 


Å. 





Wan Aa sh a ae am 


ath tent ak Jù Aa 


ped it A M mwN e A hte AG 


le 


SO 
Ca 
pi 


of 
fo 
cu 
wW 


a 
be 
dt 


mM: 


on 
co 
gr 
co 
So 
sic 








Middle South 


By Dr. Ira U. 


Volume 194 Number 6120 








.. The Commercial 


Utilities, Inc. 


Cobleigh, Enterprise Economist 


A consideration of one of the nation’s major suppliers of electricity, 
serving an area enjoying a rapid industrial growth rate. 


While many investors have been 
combing the market for issues cal- 
culated to produce fat capital 
gains, and have been moving re- 
cently into such new areas as toy 
and savings and loan shares, they 
have been overlooking perhaps 
the steadiest movers on the upside 
in the entire list—the electric 
utilities. Several of these issues 
have more than doubled, in mar- 
ket price, in the past five years, 
and many have increased their 
dividends at least six times in 
the past decade. Some analysts, 
however, have been suggesting 
that leading utilities have now 
attained too exalted price/earn- 
ings ratios. Our own view is that, 
where a continuing rising trend 
in earning power, in rapidly 
growing service areas, is solidly 
in evidence, price/earnines ratios 
of 25 to 30 for utility equities are 


quite acceptable. A case in point 
would seem to be Middie South 
Utilities, Inc. 
Attractive Territory 

Middle South Utilities is a hold- 
ing company serving througa four 
operating subsidiaries a broad 
geographic area covering about 
80,000 square miles in the states 
of Arkansas, Louisiana, and Mis- 
sissippi. This region is rapidly 
ccnverting from a primarily agri- 


cultural economy to an irdustrial 
one. Cotton remains important. 
Extensive timberlands (both hard- 
and softwood), which used to be 
confined to production of sé 

timber and fuel, have become in- 
creasingly valuable for industrial 
purposes. Millions of cords of 
small logs now feed the many 
pulp and paper mills which have 


located in the region in recent 
years; and timber supplies the 
base for expanding wall board, 
plywood and veneer production, 
and for textile mills producing 
acetate and rayon, All of these 


milling operations are, of course, 
heavy and increasing users of 
electricity. 

Mineral resources are cf great 
importance. The service area of 
Middle South Utilities raks first 


nationally in the production of 
bauxite, second in production of 
natural gas and petroleum and 


fourth in salt. The development 
of these resources has resulted in 
the location in this dynamic region 
of major oil refining, aluminum 


processing, and chemical plants 
all big and avid users of electric 
current. 


blessed with a 
supply and low 
transportation. Oil re- 
serves of nearly five billion bar- 
rels are supplemented 
of sulphur, salt, 
and iron 


Louisiana is 
splendid water 
cost water 


stores 
silica sand, lignite 
ore. 

Arkansas has experienced an 
outstanding postwar growth and 
is rapidly attracting new indus- 
trial installations. Mississippi now 
has over 2,800 oil wells, is the 
leading Southern timber state, has 
developed agricultural output in 
soybeans, rise, corn, cotton and 
cattle and vast undeveloped de- 
posits of iron ore. 

So we view here a territory 
of great attraction and promise 
four million people in 1,800 com- 
cunities served by a utility system 
which has steadily built up its 
generating capacity to accomodate 
a steep rise in demand, and has 
been most hospitable to new in- 
dustries in its orbit. 

At the time in the 1930s when 
many utility holding company 
systems were broken up, certain 
ones, whose subsidiaries served 
connected and integrated geo- 
graphic regions, were permitted to 
continue, among them Middle 
South Utilities. Its operating sub- 
sidiaries include Arkansas Power 


and Light, Louisiana Power and 
Light, Mississippi Power and Light 
and New Orleans Public Service 
companies. Together these units 
now have an electric production 
eapacity of 3,347,000 kilowatts and 
will sell about 11 billion kilowatt 
hours this year. 


Expanding Revenues 


Operating revenues of the sys- 


tem have risen. steadily from 
$152.5 million in 1956 to $214.6 


million for 1960. In the same pe- 
riod residential use of electricity 
in the territory has increased 
89.6% and use per residential 
customer, 64.5%. Middle South 
ranks among the fastest growing 
major electric companies with a 
growth rate in this five-year pe- 
riod of 7%, compounded annually. 
Ninety percent of its business is 
from electricity, 6% from gas and 

from transit. By states, Middle 
South receives 50% of its annual 
revenues from Louisiana and im- 
pcrtantly from New Orleans, the 
leading gulf port and one of the 
nation’s major’ industrial and 
transportation centers. Arkansas 
contributes 32%, Mississippi 18% 
to the total income. 


Capitalization 


Middle South Utilities Inc. has a 
well-balanced financial structure: 
£376.5 million in long-term debt, 
$76.26 million in preferred stock, 
a minority interest of $1.5 million 


and 16,750,000 shares of common 
listed on the New York Stock 
Exchange. In the five-year period 
1956-60 the company has in- 
creased its per share net from 
$1.09 in 1956 to $1.50 in 1960. 


Dividends have been increased in 
every year, from 80 cents in 1956, 
to the current rate of $1.06. There 
was a two-for-one stock split in 
1960. The return on the common 
equity was 10.2% in 1960 against 
9% in 1956. 

Over this same five-year period, 
Middle South has laid out $320 
million in capital expansion and 
improvement, most of which was 
financed internally, with only 
$125 million in new financing re- 
quired. The 1961 construction 
budget was $70.5 million; and the 


cne for 1962, $65 million. 
Regulatory Climate 


One of the important things to 
look at in any utility is the 
regulatory climate under which it 
operates. Both Louisiana Power 
and Light and Mississippi Power 
and Light are now earning 6% on 


over-all capitalization; and Ar- 
kansas Power, and New Orleans 
Public Service, only a little less. 


This would indicate fair treatment 

y Public Service Commissions, 
and creates the proper back- 
ground, respecting earning power, 
for the heavy capital investment 
outlined above. 

For 1961 we would expect a per 
share net of about $1.55. On this 
basis Middle South Utilities com- 
mon sells at 24 times earnings 
and holds forth the prospect of 
continued increases in cash divi- 
dend distribution. Moreover, 24 
times earnings does not seem too 
high a price to pay for an equity 
growing at such pace, and serving 
so burgeoning a territory. 

Something should be said about 
management here. In the industry, 
the company is highly 1egarded 
in this particular. The operating 
units are headed by relatively 
younger men (only one over 60). 
who have been. identified, and 
grown’ up, with the system for 
most of their business lives. To- 
gether they have, on the record; 
done a splendid job in capacity 
expansion, cost controls, building 
up of industrial and residential 
sales, and the creation of a sound 
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and attractive financial structure. 

So as you start planning for 
additions or changes in your in- 
vestment portfolio for 1962, may 
we suggest that (1) you consider 
the electric utility shares as a 
worthy medium for some of your 
funds and (2) you get the full 
cetails about Middle South Utili- 
ties Inc. as an issue, not unattrac- 
tive in today’s market, and prob- 
ably a rewarding one for long 
term holding? 


R. D. White & Co. 
Admits Maspero 


R. D. White & Co., 120 Broadway, 
New York City, specialists in 
New York State, general market, 
housing and 
revenue 
bonds, have 
announced 
that Charles 
H. Maspero 
has been ad- 
mitted to gen- 
eral partner- 
shipinthe 
Organization. 
He is sales 
manager of 


the tax-ex- 
empt bond 
firm. 


Mr. Maspero 
was previous- 


Charles H. Maspero 


ly with Hemphill, Noyes & Co. 
prior to joining R. D. White & 
Co. in 1955. 


S5. D. Fuller Co. 
Admits Two 


Thompson D. Berry II and Ronald 
W. A. Cooper will be admitted as 
general partners of S. D. Fuller & 
Co., 26 Broadway, New York City, 
effective Jan. i, 1962, it was an- 
nounced by Stephen Dow Fuller, 
senior partner. 

Mr. Berry, who has been asso- 
ciated with the buying and new 
business department, joined the 
firm in 1958. 

Mr. Cooper kas been Manager 
of institutional and retail sales 
and will become partner in charge 
of that department. He joined 
S. D. Fuller & Co. in 1959. Prior 
to that time Mr. Cooper was asso- 
ciated with W. E. Hutton & Co. in 
the sales department from 1946 to 
1959 


Conroy Joining 
W. E. Hutton 


CINCINNATI, Ohio—W. E. Hutton 
& Co., members of the New York 
Stock Exchange, announced that 
Thomas M. Conroy will join the 
firm on Jan. 2, 1962, and make his 
headquarters in the company’s 
Cincinnati office, First National 
Bank Building. 

Mr. Conroy was formerly Senior 
Vice-President and director of 
The Central Trust Company. 


Named Director 
Lawrence S. Warren, Vice-Presi- 
dent of Reynolds & Co., Inc., has 
been elected a director of Stra- 
tegic Materials Corp., it has been 
announced. 

Mr. Warren, whose entire busi- 


ness life has been spent in the 
securities field, has been with 
Reynolds since 1943. Prior to 


joining Reynolds, he was Vice- 
President and Director of the firm 
of Rambo, Keen, Close & Kerner. 
He has also held positions with 
Battles & Co. and Halsey Stuart 
Co. 


Joins McDonnell & Co. 


(Special to THe FINANCIAL CHRONICLE) 
DENVER, Colo.—James H. Quinn, 
Jr. is now with McDonnell & Co. 
Incorporated, Tower’ Building. 
He was previously with Lowell, 
Murphy & Co., Inc. 





Morgan Stanley Partner 





Perry E. Hall 


Francis T. Ward 


Perry E. Hall and Francis T. 
Ward will retire as General Part- 
ners of Morgan Stanley & Co. 2 
Wall Street, New York City, ef- 
fective Jan. 1, 1962, and will con- 
tinue with the firm as limited 
partners. At the same time Wil- 
liam CL. Mulholland, Jr. and Wil- 
liam H. Sword will be admitted 
as General Partners. 

Mi. Hall, who was one of the 
original officers and directors of 
Morgan Staniey & Co., Incorpo- 
rated when the firm was founded 
in 1935, has long been prominent 
in the investment field. He was 
graduated from Princeton Univer- 
sity in 1917 and served in the field 
ariillery in World War I as a 
Captain. In 1919 he joined the 
staff of Guaranty Trust Company 
cf New York, transferred to Guar- 


any Company of New York in 
1920 and became an Assistant 
Vice-President in 1925. He moved 


to J. P. Morgan & Co. as co- 
manaver of the bond department 
in 1925 and to Drexel & Co. in 
1930, becoming a Partner in 1931. 
Mr. Hall resigned from Drexel & 
Co. in 1935 to become a Vice- 
Fresident of Morgan Stanley & 
Co., Incorporated when the firm 
was organized. When the Part- 
nership of Morgan Stanley & Co. 


was formed in 1941, he became 
a General Partner. 

He served as Executive Man- 
ager of the Victory Fund Com- 


mittee of the Second Federal Re- 
serve District in 1942 and 1943. 
He is a Trustee of Princeton Uni- 
versity. He is a member of the 
Advisory Council and former 
Governor of the Bond Club of 
New York and a former Governor 
of the Investment Bankers Asso- 


ciation of America and the Na- 
tional Association of Securities 
Dealers, Inc. He is a former 


Treasurer and Trustee of the See- 
ing Eye, Inc., a former Treasurer, 
Chairman of the finance com- 
mittee and Director of the United 
Hospital Fund of New York, and 
a former member of the finance 
committee and director of the 
Beekman-Downtown Hospital. 


Mr. Ward, a graduate of the 


University of Chicago, joined the 
Harris 
in 1915 


Savings Bank 
the U. S. 


and 
served in 


Trust 
and 
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Changes 





William H. Sword 


Army in 1917 and 1918 as a Cap- 
tain. He joined the bond depart- 
ment of J. P. Morgan & Co. in 
1920; was a co-manager from 1925 
until 1935 when he joined Clark, 
Dodge & Co. as a General Part- 
ner. He was Vice-Chairman of 
the Victory Fund Committee in 
1942 and 1943. He became a Gen- 
eral Partner of Morgan Stanley 
& Co. in 1943. 

Mr. Ward is a Director of the 
Scovill Manufacturing Company 
and the Yale and Towne Manu- 
facturing Company, a former 
Governor of the New York Stock 
Exchange and the Investment 
Bankers Association of America, 


and a Past President of the Bond 
Club of New York. 
Mr. Mulholland was in the 


United States Army from 1944 to 
1946, was graduated from Har- 
vard College in 1950 and the Har- 
vard Business School in 1952. He 
joined the staff of Morgan Stan- 
ley & Co., in 1952. 

Mr. Sword, who served in the 
United States Armed Services 
from 1942 to 1946, was graduated 
from Princeton University in 1948. 
He was a member of Princeton’s 
administrative staff until 1954 
when he became associated with 
Morgan Stanley & Co. He is a 
member of The Board of Pensions 
of the United Presbyterian 
Church in the United States of 
America. 


Joins W. E. Hutton & Co. 


MANSFIELD, O h io—Theodore 
Uehling has become associated 
with W. E. Hutton & Co. Mr. 


Uehling was formerly with Cen- 
tral States Investment Co. 


With Goldman, Sachs 


(Special to Tur FINANCIAL CHRONICLE) 
SAN FRANCISCO, Calif. 
Lawrence F. Zant is now with 
Goldman, Sachs & Co. He was 
formerly with Smith, Barney & 
Co. in New York City. 


Eastern Seaboard Secs. 


Eastern Seaboard Securities Cor- 
poration is conducting a securities 
business from offices at 350 Fifth 
Avenue, New York City. 
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A National Fuels and : 
Energy Study Is Essential 


By Hon. Jennings Randolph,* U. S. Senator (DW. Val 


Senater discusses various considerations he hopes will prevail in the 
course of the reeentiy authorized Senate study of fuels and energy. 
Why such a study is needed and what should be studied make up 
Sonator Randolph's brief for obtaining the facts to formulate a 
coherent and national policy on our fuel and energy us2s. In stress- 
ing the importance of identifying and keeping the most efficient and 
economic regional fuel consumption and energy utilization patterns, 
Senator Randolph makes clear we no lenger can afford wasteful and 


short-sighted fuel development 


One cannot say that we now have 
a national fuels policy in any co- 
herent or meaningful ‘sense of 
that term, and my own crystal ball 
is a bit cloud- 
ed concerning 
what the pol- 
icy will be 
when one is 
formulated 
and imple- 
mented. 

I am very 
pleased to re- 
port, however, 
that we are 
now initiating 
a national 
fuels and en- 
ergy study 
under the di- 
rection of the 
Senate Committee on Interior and 
Insular Affairs. It was with full 
acknowledgement of the respons- 
ibility of the position that I re- 
ceived notice im September of 
1960 of my appointment by the 
Vice-President as one of the three 
ex-officio. members added to the 
committee for purposes of round- 
ing. out the study committee—the 
other two being Senators Norris 
Cotton of New Hampshire and 
Clair Engle of California. The 
Senate adoption of the Resolution 
authorizing this inquiry, which I 
introduced with 62 co-sponsors 
from both parties is the culmina- 
tion of several years of bipartisan 
efiorts. 


What Will Not Be Studied 


This is an immensely complex 
subject, involving the fundamen- 
tal base and the long-term devel- 
opment of the American economy, 
but before discussing the objec- 
tives of a national fuels and en- 
ergy study, I would first state 
what they are not. 

The purpose of the proposed 
study is not—either in my view 
or in that of amy of the 62 co- 
sponsors—to lay the foundation 
for a policy which would establish 
an unjust advantage for the coal 
industry. 

It is not for the purpose of “leg- 
islating away the freedom of 
choice” of the consumer. 

Nor is it the intent of those who 
advocated the projected study to 
lay the foundations for a national 
fuels policy—‘with the avowed 
objective of imposing end-use 
controls on fuels”—to use the lan- 
guage of one of the more articu- 
late critics of the action. 


The proposed national fuels and 
energy study has been most vigo- 
rously opposed by some spokes- 
men in the oil and natural gas 
industries, their strongest positive 
argument being that no shortage 
of fuels exists now, nor is one ex- 
pected in the determinate future. 
In the language of Morgan J. 
Davis, president of Humble Oil 
and Refining Company when he 
testified before the Senate Interior 
and Insular Affairs Committee. 


“It seems evident ... that we 
are not confronted today with any 
present or immediately prospec- 
tive shortage of liquid petroleum 
and natural gas. On the contrary, 
our productive capacity is at an 
alltime high. No crisis threatens 
with‘ regard to supply. Our re- 
sources are such that, given the 
proper incentives, we should be 
able in the future to count on the 





Jennings Randolph 


through unbridled competition. 


continued availability of adequate 
supplies. 

“It is obvious to me, therefore, 
that there is little reason to under- 
take a study of the whole field of 
fuels and energy at this time... .” 


Defends Study 


The basic assumption of this 
statement, and also of the views of 
most of those who oppose the 
study, is that there is no need for 
such an inquiry unless a shortage 
of fuels exists. I suggest that this 
is a gross oversimplification of the 
problems confronting this country 
in relation to the fuels and energy 
industries, some of which have 
been created by the very fact of 
a fuels surplus. It should come as 
no novelty to a nation which has 
for years wrestled with the per- 
sistent problem of agricultural 
surpluses that an “economy of 
abundance” in fuel also can gen- 
erate problems which require for 
their solution an overall national 
policy. 

It has also been stated by the 
opponents of this inquiry—and I 
again quote Mr. Davis—that “We 
have always had a national policy 
appliéable to fuels and energy as 
to all other commodities. This pol- 
icy is based on encouraging and 
preserving a dynamic, competi- 
tive, private enterprise.” 

This is not a statement or de- 
scription of a policy, but a com- 
mitment to an economic philos- 
ophy. I too share this commitment 
to a “dynamic, competitive, pri- 
vate enterprise” system, but after 
that is said there is a wide range 
of choice in determining the 
means and methods by which this 
system will best be “preserved 
and encouraged.” And this is a 
question of policy formulation. 
There are indeed a host of spe- 
cific policy questions— some of 
which I will mention—that are 
not addressed by the broad rhe- 
torical and philosophic statement 
of Mr. Davis. 

It is my contention, and that of 
many of my Senate colleagues, 
that the Congress does not at 
present have sufficient facts and 
knowledge of the fuels and energy 
industries to answer these ques- 
tions or to enact the kind of legis- 
‘ation that would implement a 
national policy on fuels and en- 
ergy. 

Stated solely in terms of the 
quantity of our fossil fuel re- 
serves, there is no need for an- 
other study. The proven reserves 
of oil and natural gas in the 
United States are estimated at 31.5 
billion barrels of oil and about 
265 trillion cubic feet of gas. In 
relation to production rate, this 
amounts to approximately 12 or 
13 years of current production of 
oil and about 20 years of current 
production of natural gas. 

These figures, however, refer 
only to reserves recoverable at 
present prices and under existing 
technology. They are, as one ex- 
pert witness before the Senate 
hearings phrased it, “a working 
inventory of natural endowment 
of materials.” The latter, that is, 
the total amount of probable re- 
serves, is inferred from geological 
evidence. This is estimated by 
Samuel Schurr of Resources of the 
Future, Inc., to be on the order of 
500 biltion barrels of crude oil 
available for future recovery in 
the U. S. and roughly 1,200 trillion 


cubic feet of natural gas. At the 
consumption rate projected for 
1975 of 5.2 billion barrels of oil 
and approximately 20 trillion cu- 
bic feet of gas, these reserves 
would last 95 years respectively. 
Based on the most recent esti- 
mates of the U. S. Geological Sur- 
vey, the supply of coal is, for all 
practical considerations, virtually 
inexhaustible. Estimates place our 
total coal resources at approxi- 
mately two trillion tons, of which 
the U. S. Geological Survey con- 
siders almost one trillion as re- 
ceverable—enough to last 2,000 
years at current production rates. 
Thus, as Mr. Schurr stated be- 


The Commercial and Financial Chronicle... Thi 
in crude oil, from 2,774 million 
barrels to 5.154 miliion barrels, 
or 85.8%: in natural gas, irom 
9.614 billion cubic feet to 19,8381 


fore the Senate Interior Commit- 


tee, “. . . decisions concerning en- 
ergy policy questions, such as 
those with which the Congress 


and the executive branch of the 
Government must deal, canbe 
made in an atmosphere which is 
not charged with apprehension 
about the country’s ability to 
meet its future energy demands.” 
But I would emphasize that Mr. 
Schurr did not say that for this 
reason we need no consciously 
formulated overall policy. 


Shift te Energy-Importing 

Despite these tremendous re- 
serves in all the fossil fuels, we 
have become “an energy-import- 
ing Nation’—to use the phrase of 
Secretary of the Interior Udall. 
That is, we import more fuel than 
we export. Now, I am not suffi- 
ciently versed in the financial and 
investment intricacies of the in- 
ternational oil industry to explain 
this phenomenon. But I do know 
that it has serious implications 
toward a national fuels policy—es- 
pecially in view of the economic 
and political penetration by the 
Soviet-Sino bloc in those areas of 
the Middie East and Latin Amer- 
ica Which supply so much of the 
free world’s oil. 

Our position as an energy im- 
porting country must also be 
viewed in the light of the increas- 
ing demands for oil in the free 
world outside North America, and 
particularly in the underdeveloped 
nations. In a survey of world oil 
published in The Economist, Au- 
gust 19 of this year by Walter 
Levy, one of the leading interna- 
tional oil consultants, it is stated 
that 

“Over the next fii-2en years... 
oil consumption outside North 
America could mount at the rate 
of perhaps 7.5% per annum. To- 
gether with North American con- 
sumption this would mean free 
world oil requirements of around 
2 billion tons a year by 1975, 
against about 900 million tons 
now.” 


With such fuel and energy de- 
mands as these, existing in an un- 
certain and threatening inter- 
national climate, it is extremely 
short-sighted, to say the least, for 
us to foster an increasing de- 
pendency upon external sources of 
supply. Especially is this so when 
it contributes to a declining ac- 
tivity in domestic oil exploration. 
In a letter addressed to Secretary 
Udall, of which I was one of 27 
Senate co-signers, we stated that 
the number of drilling rigs active 
in 1960 was at a 14-year low, with 
the trend continuing in 1961; the 
total wells drilled in 1960 were at 
an 8-year low; and as of the late 
spring of 1961 the number of wild- 
cat wells drilled was 7% below 
that of 1960, which rate was 26% 
below the rate of 1956. This is the 
condition to which the “free play 
of economic forces” and our hap- 
hazard fuel marketing methods 
have brought the domestic oil ex- 
ploration industry. I suggest that 
this is not a healthy state for an 
economy which is placing ever- 
increasing demands upon the fuel 
and energy industries. 

According to the authoritative 
study of Samuel Schurr to which 
I have already referred, projec- 
tions for the period from 1955 to 
1975 indicate that we will wit- 
ness an increase in bituminous 
consumption from 431 million 
tons to 754 million tons, or 74.9%; 


billion cubie feet, or 195.8%; and 
from all sources the consumption 
of electricity is estimated to 1n- 
crease from billion kwh to 
1.9€6 billion kwh—for an increase 
of more than 210% 
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Can’t Grow Like Topsy 

In an overmore complex and 
interdependent economy we Can- 
not aliow the fundamental base of 
our economy—the fuels and en- 
érgy industries — to grow like 
Topsy, without regard for the re- 
lationships among the various 
segments of the economy. 

Since the mid-19th Century 
America has undergone two al- 
most complete transtcrmations of 
our energy base, first, from wood 
to ecal, and more recently, from 
coal to oil and natural gas. The 
first transformation, achieved in 
a decentralized and predominantly 
agrarian economy, was conducted 
with relatively little dislocation 
in our economy. This cannot be 
said for the transition from coal 
to oil and natural gas. The chronic 
unemployment in many areas of 
the coal producing states of West 
Virginia, Pennsylvania and Ken- 
tucky, among others, and the fi- 
nancial distress of our coal haul- 
ing railroads are but two of the 
problems created by a techno- 
iogical transition for which we 
were ill-prepared by the absence 
of a national fuels policy. 

I most assuredly do not implv 
that such a policy would impede 
technological development, or that 
it would seek to impose restric- 
tions on energy consumption in 
one region in order to promote 
the fuel production of another 
region. Rather, the value of a 
national fuels and energy policy, 
in this context, is that it would 
enable us to see the direction our 
economy is taking and to make 
the necessary economic and social 
adjustments. 

We will, in the next four dec- 
ades, witness a further transfor- 
mation of our energy base with 
the introduction of nuclear power. 
Philip Sporn, President of Ameri- 
can Electric Power Co., has made 
an intensive study of our energy 
requirements for this period, 
and estimates that by the yea 
200, we will have an energy de- 
mand equivalent to 4,009 million 
tons of coal, of which 40% will 
probably be converted to electric- 
ity, and some 50% of this amount 
will be generated by nuclear pow- 
er. Thus, although our principal 
source of energy then will con- 
tinue to be the fossil fuels, nu- 
clear power will supply approxi- 
matelv 20% of the total, or almost 
half the amount of our total en- 
ergy production today. 

The complex pattern of private, 
public and co-operative ownership 
in the electrical power generating 
industry, and the development of 
the most efficient regional and 
national balance of energy sources 
in the coming decades demand 
nothing less than a national policy 
on fuels and energy. The impel- 
ling need for a national fuels and 
energy policy has been indicated, 
and yet in none of this discussion 
have I referred to the impact of 
technological developments with- 
in the fossil fuel industries them- 
selves—factors which also have 
important implications for such a 
policy. 





Technological Impact 


Some of the most important of 
these developments were initiated 
by the Synthetic Liquid Fuels Act 
of 1944, of which I was the co- 
sponsor, as a member of the House 
of Representatives, with Senator 
Joseph O’Mahoney. In response to 
the heavy wartime demands for 
liquid fuels, and the interdiction 
of much of our supply by the 
Nazi submarines, Congress en- 
acted this legislation to authorize 
the Bureau of Mines to conduct 
an extensive research and devel- 
opment program to establish 
methods for the production of oil 
from coal and shale. Despite the 
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fact that a well-advanced but pre- 
commercial technology had al- 
ready been achieved in oil pro- 
ducuon from both coal and shale. 
the early Łisenhower Administra- 
ton made the shortsighted and- 
in the words of former Senator 
C’Mshoney, when he spoke to me 
of ıt recentliy—the “iragic decij- 
sion” to discontinue this program. 
Under a national fuels and energy 
policy, it would be my hope tnat 
these projects would be reap- 
praisea aud that Federal effort 
would be exerted in extending 
research and development in these 
fields in concert with the overall 
perspective of our energy base. 
Another technological advance 
of great potential significance lies 
in the gasification of coal. In 
January of last year, Fred A. Otto. 
manager of the Belle plant of E. L. 
du Pont de Nemours & Co. in 
West Virginia, stated that the day 
will come when West Virginia 
will be piping gas back to Texas. 
With the eventual depletion of 
natural gas fields, Mr. Otto en- 
visages the piping of gas produced 
from coal, which he claims could 
be made a much cleaner and more 
volatile fuel than the natural gas. 
These are but a few of the areas 
of research that might be greatly 
advanced by a vigorous and posi- 
tively oriented national fuels and 
energy policy. And I am confident 
that one with technological train- 
ing in this field could offer many 
more exciting prospects. 
Regional Utilization Patterns 


Another aspect, and perhaps one 
of the most politically sensitive 
features of a. national policy, is 
the need to implement the con- 
ception of regional patterns of 
fuels and energy utilization. In the 
April 10, 1961 issue of Electrical 
World there is a concise regional 
survey indicating the consumption 
ratio of oil, gas and coal by the 
electrical utilities in the nine geo- 
graphic regions. It seems to me 
that a national fuels and energy 
policy would seek to achieve the 
most efficient and equitable bal- 
ance among and within the regions 
while still not infringing upon the 
freedom of choice of the consumer. 

I have in mind, for example, 
the sometimes limited provin- 
cialism of those from coal pro- 
ducing states who would deny 
electrical generating equipment to 
the Hanford reactor plant in the 
power-needy state of Washington 
because it would “compete with 
coal.” The Pacific Coast is a gas 
and oil and hydropower region, 
and it is absurd and wasteful to 
deny electrical power generating 
facilities to the Hanford plant on 
the grounds of some presumed 
competition with coal. 

These are but some of the con- 
siderations which I hope will be 
held in view in conducting the 
Senate study of fuels and energy. 
It would be my further hope that 
this study will provide the founda- 
tion for a national policy—which 
will place the national interest 
over that of any section of the 
country or segment of the fuels 
and energy industries—which will 
place the Federal effort behind 
neglected areas of research and 
development — which will give 
adequate consideration to energy 
deficient regions—which will pro- 
vide equitable incentives to insure 
the adequacy of energy supplies 
now and in the future—which will 
maintain a proper balance be- 
tween small and large producers 
—which will assure the optimum 
utilization of advances in trans 
mission and generating technology 
by electric energy systems and 
subsequent low-cost energy to the 
consumer — and finally I would 
hope that we will adopt a national 
fuels and energy policy that will 
cause our children and grand 
children to be grateful for the 
prudent and farsighted steward- 
ship of their elders in dealing 
with the vast resources of this 
bountiful land. 


Report on Inspection Trip Abroad 


A report will be issued shortly 
by the Senate Committee on Pub- 
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lic Works concerning industrial 
and hydroelectric power develop- 
ments in Norway and Sweden. 

This report is based on inspec- 
tion trip findings of a delegation 
of members and staff assistants of 
the Public Works Committee dur- 
ing the July 4th recess period. | 
was privileged to participate. 

Our trip to the Scandinavian 
countries was arranged primarily 
because the natural conditions in 
Scandinavia are very similar to 
those of the State of Alaska. 

The Committee on Public Works 
has authorized a study of a 
hydroelectric power project at the 
Rampart Canyon site on the 
Yukon River in Alaska. 

Alaska, Norway, and Sweden 
each has large hydroelectric power 
potentialities. We found that Nor- 
way and Sweden have proceeded 
at a high rate in the development 
of hydroelectric power. But we 
know that such development in 
Alaska has lagged. 

In our letter of transmittal of 
the report on our findings in 
Norway and Sweden, we pointed 
out to the Chairman of the Public 
Works Committee, Senator Dennis 
Chavez of New Mexico, that 
Norwegian and Swedish water- 
power constitutes one of the great- 
est natural resources of those 
countries. In fact, their water- 
power is the foundation of their 
industrial activity. It has enabled 
both countries to exploit their vast 
timber and fishery resources, and 
to expand their industrial produc- 
tion, primarily in the fields of 
electrochemical and electrometal- 
lurgical processing and electrifica- 
tion of railways. 

Waterpower in the Scandinavian 
countries likewise has enabled 
them to procure, at a reasonable 
cost, large amounts of, electric 
energy for lighting and cooking, 
and to an increasing degree for 
space heating, and to provide re- 
lief in the daily work in the homes 
and on the farms through the use 
of labor-saving machines. 

Of course it is apparent that 
what I am saying about the de- 
velopment of hydroelectric energy 
in Scandinavia can be said with 
respect to the use of our water- 
power resources in the Pacific 
Northwest of our own country. 
And it can be said about the im- 
portant combination of water- 
power and steampower to produce 
large quantities of electricity in 
the TVA area. 


Coal and Electricity 


Being a Senator representing a 
coal producing State, I point with 
equal emphasis to the vast supply 
of electric energy produced in the 
East and the heartland of America 
from steampower developed 
through the burning of coal under 
power plant boilers. 

The slogan, “Coal by Wire,” 
meaning electric power generated 
from steam through the burning of 
coal in giant boilers, is really 
meaningful; and it is much more 
than a mere slogan. It is a fact 
an accomplishment—and a very 
vital one to the coal industry in 
this country. 

Speaking as a Senator from a 
State in the Appalachian region, 
I point out that our region has 
made vast contributions to the 
national defense and to the indus- 
trial and economic growth of 
America. We will remain alert 
and progressive. We will not op- 
pose progress, but we will resist 
efforts to deny us our fair share 
of the utilization of and markets 
for our rich heritage of natural 
resource fuels. 

Earlier this year the West Vir- 
ginia Public Service Commission 
approved an application filed by 
the Virginia Electric and Power 
Company to build a one-million 
kilowatt steam electric generating 
station on Stony River in Grant 
County, West Virginia. It will 
open up a new coal producing 
area, will develop a new lake 
which will have utility in connec- 
tion with the power generation 
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and, at the same time, will prove 
to be a real tourist attraction. 
During the recent Scandinavian 
visit with my colleagues of the 
Senate Public Works Committee, 
I remarked to a number of 
Swedish and Norwegian officials 
and industry representatives about 
this unique arrangement whereby 
a utility in one state has been 
authorized to construct generating 
facilities in our State for trans- 
mission to others. They were 
singularly impressed and ex- 
pressed a keen interest in this 
application of “coal by wire.” 
But whatever the fuel and 
energy source from which elec- 
tricity is developed and marketed, 
we know that there is still much 
pioneering and researching under- 
way in the United States and 
throughout the world in this vital 
field of activity. Even in this 
generation, and especially within 
the past decade, we have seen 
vast improvement in the efficiency 
of electricity production. Inter- 
national competition is developing 
in the methodology of electric 


power transmission, especially in 
long lines transmission. 
In our Scandinavian visit, we 


were particularly impressed by 
the progress in those countries in 
the construction of underground 
power facilities for economical 
and defense reasons; the trans- 
mission of power at high voltages 
over leng distances; and the 
underwater transmission of elec- 
tric energy. 





*An address by Sen. Randolph before 
the Fifth Electrical World Electric Heat- 
ing Conference, New York City. 


Named Director 


William J. 
partner of Lehman Brothers, 


Hammerslough, a 
has 





W. J. Hammerslough 


been elected a director of Edison 
Brothers Stores, Inc., (St. Louis, 
Mo.), it was announced by Harry 
Edison, Chairman of the Board, 
and Irving Edison, President. 


Elected Director 


James E. Madden, director and 
vice-president of Schroder Rocke- 
feller & Co. Incorporated, New 
York City investment banking 
firm, has been elected a director 
of Piggly Wiggly Southern Inc., 
supermarket grocery chain with 
headquarters in Vidalia, Ga. 


Form Diversified Church 


Financing 

(Special to THe FINANCIAL CHRONICLE) 
GARDEN GROVE, Calif.—Diver- 
sified Church Financing and 
Building Service is engaging in 
a securities business from offices 
at 12112 Brookhurst. Partners are 
Charles L. McClain, W. Caswell 
Bryant and Gabriel R. Guedj. 


Continental Income Branch 


ROCHESTER, N. Y.—Continental 
Income Planning, Inc. has opened 
a branch office in the Sibley Tow- 
ers Building under the direction 
of Amiel J. Mokhiber. 


With Schmidt, Sharp 


(Special to THe FINANCIAL CHRONICLE) 


DENVER, Colo. — Kenneth E. 
Stephens has become associated 
with Schmidt, Sharp, McCabe & 
Co., Inc., 1717 Stout Street. He 
was formerly cashier for A. L. 
Greenberg & Company. 
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Smith, Barney 
Sponsors Program 


Smith, Barney & Co., members 
of the New York Stock Exchange 
and other exchanges, is sponsor- 
ing a special New Year’s night 
musical program on WQXR and 
the QXR network of eleven sta- 
tions. The program, “A Musical 
Review of 1961,” will be from 
8:05 to 10:00 p.m. (EST) on Mon- 
day. Smith, Barney regularly 
sponsors “Music Magazine,” an 
hour-long Monday night show on 
WQXR, and is expanding the pro- 
gram to two hours on New Year’s 
night. 

In “A Musical Review of 1961” 
the distinguished conductor Erich 
Leinsdorf and WQXR Music Di- 
rector Abram Chasins will discuss 
the musical milestones of the 
year and illustrate their opinions 
with appropriate music. A climax 
to the Musical Review will be the 
first performance in New York 
of the Agnus Die of Schubert’s 
Mass. The recording, made in 
Berlin and as yet un-released, 
features a chorus made up of East 
and West Germans. The basis for 
its performance on this program 
stems from the discussion of Liszt 
as an innovator, and Erich Leins- 
dorf’s complaint that major musi- 
cal organizations do not pay 
enough attention to choral works 
of the masters. 


NYSE Members to 
Vote on Bldg. Plan 


The Board of Governors of the 
New York Stock Exchange has 
approved and forwarded to the 
membership for a vote an amend- 
ment to the Exchange’s Consti- 
tution that would be required to 
implement a financing plan for 
new Stock Exchange building 
facilities. 

The amendment—involving in- 
creases in members’ dues and 
initiation fees and allocation of 
menev accumulated in the mem- 
bership (seat) retirement fund — 
would make it possible for the 
Exchange to begin raising part of 
a $29 million cash fund to be 
accumulated over a five-year 
period for initial financing of new 
facilities. The financing plan was 
proposed last month by a special 
committee of Exchange members 
and allied members and unani- 
mously endorsed by the Board of 
Governors. 

The Exchange’s 1,366 members 
will ballot on the amendment by 
mail and in person from today 
through 3:30 p.m. Jan. 4. The 
change would: 

Raise the Constitutional limita- 
tion on annual membership dues 
from $1,000 and the 


to $1,500, 
initiation fee paid by a person 
becoming a member from the 


present $4,000 to $7,500. 


Credit the Membership Retire- 
ment Account started by the Ex- 
change in 1953 to the capital 
investment account of the Ex- 
change on termination of the pres- 
ent membership retirement pro- 
gram on March 31, 1963, and 
delete references to the program 
from the Constitution after that. 

The last change in annual mem- 
bership dues was a downward 
revision in 1942. Initiation fees 
have been unchanged since 1920. 

The amounts involved in the 
proposed Constitutional amend- 
ment would make it possible to 
raise about $7.6 million of the 
proposed $29 million cash fund. 
If the amendment is approved, the 
balance of the fund would come 
from an appropriation from Ex- 
change surplus ($5,500,000); sale 
of present properties (approxi- 
mately $10,000,000); appropria- 
tions from annual revenues (ap- 
proximately $4,650,000); and 
additional charges to members for 
floor facilities and registration 
fees ($1,660,000). The difference 
between the cash fund and the 
total cost of a new building proj- 


ect, estimated at between $50 
million and $78 million, would be 
financed. 


With William R. Staats 


(Specisi to THe FINANCIAL CHRONICLE) 
BURLINGAME, Calif. — John R. 
Hedelund has become associated 
with William R. Staats & Co. Mr. 
Hedelund was formerly local 
manager for Hooker & Fay, Inc. 


Joins Kleiner, Bell 


(Special to THE FINANCIAL CERONICLE) 
BEVERLY HILLS, Calif.—Samuel 
Swimmer has become associated 
with Kleiner, Bell & Co., 315 
South Beverly Drive. Mr. Swim- 
mer has recently been with Wal- 
ston & Co., Inc. In the past he 
conducted his own investment 
business in Beverly Hills. 
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Henry, Franc Co. 
To Admit Two 


ST. LOUIS, Mo.—Henry, Franc & 
Co., 308 North Eighth Street 
members of the New York and 


Midwest Stock Exchanges, on Jan. 


l, will admit Terry Franc and 
Paul Pollock to partnership. Mr. 
Frane is in the firm’s trading 


department. 


Form Aries-Neidich Assoc. 
YONKERS, N. Y.—Aries-Neidich 
Associates has been formed with 
1710 Central Park Ave- 
nue to engage in a securities busi- 
ness. Partners are Ernest J. Aries 


and Henry K. Neidich. 
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Here’s a free money making booklet loaded with reasons 


why wise investors are looking to California, and to 


World Savings, one of the fastest growing Savings and 


Loan Associations in Southern California. 


Here’s Just A Sample Of The Valuable Contents: 


% How California’s record-shattering population growth has created 
an unparalleled investor's market for you. 


% Why Los Angeles is the nation’s leading construction market and. 
its profit possibilities for the investor who acts now. 


% How and why diversified industrial 


growth creates sound, stable 


savings and investment opportunities for your surplus funds. 


“WHY INVESTORS LOOK 


TO CALIFORNIA” 


will be mailed to 


you free when you open your insured savings account, or upon request. 


Open a high earning 


insured savings 
account today at 
World Savings ! 


Insured savings accounts earn the high rate of 412 
Air mail funds to World Savings 


year at World Savings. 





of 
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and receive your passbook by return air mail. 


e Air mail 





FREE GIFT— Handsome desk-top World globe bank. 


Open your insured savings account, now. 


postage 


e Dividends compounded quarterly e Resources now 
over $80 Million è Savings accounts insured to $10,000 


by the Federal Savings and Loan Insurance Corporation 


paid both ways e Main office; 


Lynwood, California ¢ Savings postmarked by the 10th 


of the month earn from the Ist of the same month, 


Attractive colors. 
Accounts up to $50,000 „y 


Air mail funds to: WILSHIRE OFFICE of 


WORLD SAVI NGS 


AND LOAN ASSOCIATION 
“4926 Wilshire Bivd., Los Angeles 57-P, California 
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Money Alone Cannot Assure 
A Nation’s Economic Growth 


By Robert L. Garner,* Former President, International Finance 
Corporation; President of the Japan Fund 


Noted world financial official's valedictory address contains for the 
most part his personal, penetrating views on the underdeveloped 
countries’ responsibility for failing to progress. After explaining the 
IFC’s new departure into equity financing, and the admitted respon- 
sibility on the part of richer countries to help their poorer neighbors, 
Mr. Garner asks that the facts realistically be faced as to the extent 
to which the poorer countries’ poverty is their own fault. The stub- 
born core of the problem is said not to be geography, natural re- 
sources or even capital but to be the differences in people—their 
thinking and methods, ideas and habits. And so long as they operate 
to mitigate against progress, “large injections of capital... can 
cause more harm than good” and foreign aid becomes an excuse for 
not bringing about the domestic condition for development. Mr. Garner 
is not opposed to aid but to sentimentally injecting more than can 
be properly used. Going by his experiences, he lays down certain 
requirements essential to economic growth for both recipient and 
assistive countries, and private business. 


The past year has been an im- 
portant one for IFC. The amount 
of new investments was somewhat 
lower than in the previous year, 
although in 
the past few 
months we 
have made 
the largest 
commitments 
for any simi- 
lar period. 

But I con- 
sider more 
important 
several new 
developments. 
We have 
made the first 
sales of entire 
investments 
out of port- 
folio, in line with our basic pur- 
pose to help enterprises get 
started and then sell to private 
investors — thus revolving our 
funds. The three sales were on 
terms providing a_ satisfactory 
profit. 

We have recently made com- 
mitments to provide equity-type 
capital to two private financial 
institutions in Colombia. This 
will enable them to expand their 
investment activities over a 
broadening range of local enter- 
prises—chiefly smaller and me- 
dium size concerns, which it is 
impractical for IFC to finance 
directly. 

Another quite different opera- 
tion is a commitment of $3 mil- 
lion in a $72 million petrochemi- 
cal complex in Argentina. 
Organized and largely financed 
by a group of important United 
States industrial companies and 
American and European invest- 
ment institutions, IFC was invited 
to provide the small balance of 
funds needed to conclude the 
transaction. 


These variations from the cor- 
poration’s usual type of invest- 
ment and to the flexibility with 
which it seeks to supply the di- 
verse needs of private business. 

We have during recent months 
completed two studies, in Iran 
covering the potentials for enter- 
prises in the chemical field and in 
Venezuela in meat packing. We 
shall seek potential sponsors and 
be prepared to assist in financing 
if sound projects can be worked 
out, 





Robert L. Garner 


Allowing IFC to Invest in Equities 


Probably the year’s most sig- 
nificant event for IFC is the 
change in its Charter permitting 
investment in equities. 


After four years of experience, 
I proposed this change at the an- 
nual meeting last year. By Sept. 
1 the change was authorized by 
the required number of member 
countries, with no adverse votes. 


The purpose of this change is 
to enable the corporation better 
to provide various types of in- 
vestment funds, and in easily 
understood and simplified form. 


a la ele iB 


Our experience indicates the 
greatest need of the type of cus- 
tomers with which we deal is for 
equity capital. It has always been 
the seed corn for development of 
private business in the industrial- 
ized countries, with borrowed 
funds as a secondary supplement. 
Only in recent years and in the 
developing areas has the practice 
grown to place main reliance on 
borrowing. This is largely due 
to the fact that most public fi- 
nancing agencies supply only loan 
funds, and at low rates. 

Thus businessmen are encour- 
aged to launch enterprises with 
excessive debt, often of short 
term and heavily in foreign cur- 
rencies. This frequently leads to 
trouble. 


My 40 years of financial and 
business experience makes me an 
advocate of prudent financial 
structures. I, therefore, see great 
importance in IFC’s new right to 
provide and stimulate the flow of 
equity capital. 

Many are well aware of my 
strong convictions against public 
ownership of business. However, 
IFC intends to be merely an 
interim instrument for holding 
shares, pending the opportunity to 
sell them to private investors, 
which it has the mandate to do. 
The corporation will continue to 
follow the policy of not partici- 
pating in the management of en- 
terprises in which it invests, and 
it undertakes to forego the ordi- 
nary voting rights of private 
shareholders. 


One of the most important 
activities made possible by this 
Charter change will be IFC’s 


ability to assist in spreading share 
ownership in the developing 
countries. By underwriting or 
providing stand-by commitments 
it can provide facilities, often 
lacking, for the growth of capital 
markets. The ability to draw 
capital from large numbers of 
people is a necessary element for 
sustained growth of modern busi- 
ness. It is the basis of people’s 
capitalism. 

All in all, I believe that this 
year’s developments give promise 
for increasing activity and useful- 
ness for the corporation. 


Personal Credo on Foreign Aid 

It is, I believe, accepted prac- 
tice that in turning over com- 
mand one is entitled to a valedic- 
tory. Mine shall be some personal 
comments on this business of eco- 
nomic development. And now I 
speak as an individual, not in my 
role as an Official of an interna- 
tional organization. Since I have 
spent years working in this field, 
it is not necessary to assert my 
belief in its importance, nor my 
sincere interest in the developing 
countries. I trust, therefore, that 
you to whom I speak may bear in 
mind the saying, “Let not him 
who is my friend speak only in 
soft words to tell me of pleasant 
dreams.” 
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We need to keep in mind two 
significant developments in the 
postwar world. 

First, the spreading realization 
that no nation can today walk 
alone; 

Second, that for the first time 
those countries which have 
achieved a more abundant life 
have accepted responsibility to 
assist their poorer neighbors to 
improve their economic lot. 

Thus the less developed coun- 
tries have the unique opportunity 
to draw on the fruits of centuries 
of experience, organization and 
technology in economic progress. 
They have the goodwill and sup- 
port of the powerful free nations. 

But I am troubled by the extent 
to which there is growing up the 
insidious consequences of too great 
reliance on foreign aid. Everyone 
repeats the platitudes that each 
country must be primarily respon- 
sible for its future and that others 
can only supplement its own ef- 
forts. Nevertheless, there are too 
many instances where the obvious 
attitude is that the chief respon- 
sibility of a government is to 
secure the maximum help from 
abroad, with lesser responsibility 
to mobilize its own resources, and 
to take action so that all re- 
sources are most effectively ap- 
plied, and that internal conditions 
which hinder development are 
improved. 

Probably the most important 
economic problem in the world is 
how the great areas with low pro- 
ductivity and standards of living 
can move steadily toward the 
levels achieved in North America 
and Western Europe. 

If, working together, the richer 
and poorer countries are to make 
substantial progress to this end, 
it will require an honest facing of 
the facts. We certainly need to 
understand why certain countries 
have achieved a high degree of 
economic development and others 
have not. If we fail to understand 
the problem, how can we hope to 
solve it? 


Why Nations Presumably Are 
Underdeveloped 

Let us briefly examine some of 
the frequently cited causes of 
underdevelopment. 

It is often claimed that geog- 
raphy and natural resources are 
determining. They are of course 
important, and extreme conditions 
may inhibit any worth-while eco- 
nomic activity — such as in the 
polar regions or utter deserts. But 
resources lie inert and have no 
economic worth except as people 
bring them into use. 

It is easy to attribute the 
progress of the United States to 
its wide expanse and abundant 
physical resources. However, other 
areas—in Latin America, Africa, 
Asia — have comparable natural 
wealth, but most of it is still un- 
touched. 

On the other hand, there are 
countries in Western Europe with 
limited fertile land and meager 
mineral deposits, yet they have 
achieved high levels of economic 
life. 

There appears to be only limited 
relation between resources and 
development. 

Perhaps most often lack of capi- 
tal is blamed. Let us take a look 
at this. In the first place, there is 
in most developing countries more 
potential capital than is admitted. 
But large amounts are kept out- 
side, because of political instabil- 
ity and depreciating currency at 
home. Or it is invested in often 
unproductive land, low priority 
buildings, or otherwise hoarded. 
From the standpoint of develop- 
ment it is sterile. 


The wide acceptance of the as- 
sumption that lack of development 
is primarily due to shortage of 
capital has led the United States 
and other richer countries to pro- 
vide billions in loans and grants. 
Over the postwar period immense 
sums have been made available to 
the developing areas. Some of 
these funds have been well ap- 


plied and have produced sound 
results, others have not. However, 
to most of the recipient countries 
the amounts are never sufficient. 
In my opinion they never can be, 
because money alone accomplishes 
nothing. It is only a tool, and what 
it produces depends not on how 
much, but on how it is used. If it 
is applied to uneconomic purposes, 
or if good projects are poorly 
planned and executed, the results 
will be minus, not plus. The effec- 
tive spending of large funds re- 
quires experience, competence, 
honesty and organization. Lacking 
any of these factors, large inject- 
tions of capital into developing 
countries can cause more harm 
than good. The test of how much 
additional capital is required for 
development is how much a coun- 
try can effectively apply within 
any given period, not how much 
others are willing to supply. 

It is popular in many quarters 
to charge colonialism with lack of 
development in territories which 
have been dependent. This argu- 
ment seems less persuasive when 
we observe that a number of 
countries which have been their 
own masters for long periods are 
no further advanced. 


The Difference Is People 

I am, therefore, forced to the 
conclusion that economic develop- 
ment or lack of it is primarily due 
to differences in people—in their 
attitudes, customers, traditions 
and the consequent differences in 
their political, social and religious 
institutions. 

Therefore, if the countries which 
are lagging are to join in the 
procession of economic progress 
their people must change some of 
their thinking and some of their 
methods. This is the stubborn core 
of the problem, the most impor- 
tant factor regulating the pace of 
growth — how fast will people 
adapt. A bulldozer can move most 
things, but not ideas and habits. 

It is no service to truth and 
realism to avoid the fact that 
much effort and the sacrifice of 
some of the accustomed ways are 
the inevitable price of advance- 
ment. 

Modern machines and the way 
of life which they demand can 
produce unlimited goods and serv- 
ices, but only for those who accept 
the required disciplines. Such dis- 
ciplines are harshly imposed by 
the ruling powers in communist 
countries. In free societies they 
must be voluntarily assumed by 
individuals. 

I am sympathetic with those 
who prefer the old ways and the 
simpler life. But too many wish 
for the best of both worlds. It 
won’t work—only frustration and 
failure can result from seeking the 
fruits without being willing to 
pay the price of admission to 
modern economic society. 

Out of my experience I have 
arrived at a few simple require- 
ments for any country to make its 
way up the economic ladder 
Simple to state, most difficult to 
achieve. 


What Nations Must Do to Achieve 
Economic Growth 

The first requirement is a 
reasonable degree of consistent 
law and order—government which 
can govern. Each country must 
work out its own acceptable 
process by which it governs itself. 
But without a degree of continuity 
in political life, consistent eco- 
nomic growth is not possible. Pub- 


lic policies sway with every 
change in the winds: economic 


programs do not get off the 
ground; private investment is 
frustrated. 

Next, I would put the require- 
ment of reasonably honest and ef- 
fective public administration. 
There is no denying that in many 
countries graft and corrupution in 
public office lay a heavy tribute 
on resources which should go into 
development. Of course, the less 
developed countries have no 
monopoly on public corruption. 
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But its toll is more destructive in 
poorer countries than in richer 
societies. This is a problem which 
is entirely up to the leaders and 
people of each country. 

However, honesty alone is not 
sufficient. Administration needs to 
be effective, and more and more 
individual competence and ade- 
quate organization are required as 
an economy grows and becomes 
more complex. I have found that 
in dealing with public offiicals. 
the most prevalent obstacle to 
getting things done is the lack oj 
experience, of training and of 
ability to make prompt decisions. 
More attention to training and 
organization is widely needed. 

I can seldom refrain from com- 
menting on the importance oli 
financial stability to steady eco- 
nomic progress. There are many 
prominent supporters of inflation 
who claim that it is a necessary) 
adjunct of growth some assert that 
it creates development. 

But I have taken a close look at 
inflation in quite a few countries 
I have seen it upset governments: 
take the bread out of the mouths 
of workers, the old, the helpless: 
undermine the operations of busi- 
ness. So I continue to class it as 
a dangerous fever, which gives the 
patient a temporary spurt but 
quickly saps his strength. 


Careful Planning Essential 

Next, I would emphasize th 
importance of developing in broad 
terms a pattern of economic 
growth, a sensible plan of balance 
among agriculture, industry, 
transport, power, communications. 
with such provision for housing, 
education and medical services as 
resources permit. From my expe- 
rience, this type of basic program, 
setting out general and related 
objectives, is more practical than 
attempts to specify in detail and 
to direct all spheres of economic 
activity. 

However the plans are made, 
they will reveal needs so great 
that there must be a selection of 
priorities. Of course it is also es- 
sential that the country seek to 
increase its own internal revenues 
Many tax systems need overhaul- 
ing to remove inequities and eva- 
sions, and to improve collections 
However, if development is to bé 
encouraged and not hampered, if 
is important to avoid taxation 
which hinders investment. The 
best chance for long-term growt 
in revenues is through increase 
productivity and national incom 

Most countries have in thei 
history experienced some form ol 
feudal society, with wealth and 
power in the hands of a few. The 
most advanced countries hav: 
moved out of it; in many others it 
still prevails. This is one of the 
things which must disappear i 
there is to be economic progre 
in the modern sense. It can di 
appear under the guns of violent 
revolution, with the lives and 
property of those who have the 
most being forfeit. But the 
of people have never found quii 
prosperity through expropriat 

through dividing up an inadi 
quate pie. Grabbing the possi 
sions of a few does not really help 
the many. 

3ut revolutions are 
come unless those who have the 
wealth and power are prepared to 
cooperate in working out means 
whereby productivity can be in 
creased and its benefits more 
widely distributed. If they would 
look forward they should realize 
that there is greater. opportunity 
and prosperity for those with 
superior ability and for capital in 
a growing economy with widely 
spread benefits than in a less pro- 
ductive society made up of a few 
rich and many poor. 

So I put high on the list of pub- 
lic policy positive efforts to see 
that the benefits of growth be 
spread widely among more and 
more people — through jobs, 
ownership, opportunity. 

I have some definite ideas as 
to the means of getting greate! 


likely to 
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productivity, which is the essence 
of modern economic life, and pro- 
viding for wide distribution of its 
benefits, which is both economi- 
‘ally and politically imperative in 
free societies. 

Obviously there is need for 
governments to provide the basic 
facilities and services. To do this 
in adequate measure will strain 
their human and financial re- 
sources. It seems sensible, there- 
fore, to give the greatest scope to 
private initiative and capital in 
all fields which are not neces- 
sarily in the public sector. 

There is convincing proof that 
this is the most assured method 
of getting development. The most 
productive economies which have 
brought the highest standards of 
living to the most people have 
been those which have permitted 
private initiative to control the 
widest range of activities. This 
system has worked in the United 
States, which began as a wilder- 
ness; it has worked in Europe and 
Japan, with the long established 
societies. 

Over the past 14 years I have 
visited some 50 countries most of 


them in earlier stages of develo- 
ment. The most substantial pro- 
gress I have observed has come 


from the private sector, where it 
has been provided with basic 
facilities and a political and ad- 
ministrative climate in which it 
coult exercise its talents. 


Public 

In most instances of public 
ownership and operation of in- 
dustry which I have observed, the 
results have been uneconomic. 
Too often political considerations 
determine the type of enterprise, 
and size and location of plants. In 
instances where the facts are 
available, the publicly owned 
plants have generally cost more to 
build and many of them operate 
at losses, which have to be made 
up from public funds. At least 
certain countries, having burned 
their fingers, are abandoning o1 
selling out to private interests 
some of these economic liabilities. 
Others, however, continue to ex- 
periment. 

It is of course true that the role 
of government in economic affairs 
must vary according to the condi- 
tions in different countries. Much 
more is required in the way of 
planning, stimulation, incentives 
and financial participation where 
industrial development is in an 
early stage and where there is a 
scarcity of entrepreneurs, man- 
agement experience and organized 
source of canital. 


Ownership Uneconomic 


Under such conditions, govern- 
ment has two alternatives. in 
dealing with private enterprise. It 
it sincerely wishes to uce its pro- 
ductive potential it can give sup- 
port and finance on terms which 
do not repel private investment 
nor stifle private control and 
management. On the other hand, 
it can demand such rights and lay 


such restrictions that enterprise 
cannot operate on an economic 
basis Frequently businessmen 


cannot get a clear answer to gov- 
ernment intentions, often because 
the government will not adopt a 
clear-cut policy. So long as the 
uncertainty exists, it constitutes 
an obstacle to private investment, 

Decisions as to the degree of 
government ownership and con- 
trol are not always made on the 
basis of economics or political 
theory. Even limited experience 
in- dealing with officiais in some 
countries reveals that they are 
largely influenced by what will 
give them the greatest personal 
power and rewards. The greater 
the control in government hands, 
the more personally lucrative can 
be the exercise of such control. 

I am convinced that increased 
productivity can best be assured 
by a combination of government 
and private investment and oper- 
ation, each in its most appropri- 
ate sphere. The functions which 
only government can perform de- 
mand its full efforts and human 
and financial resources. here- 


fore, if we seek the maximum 
production and development, pri- 
vate initiative, management and 
capital should be called upon and 
given the opportunity to extend 
their activities most widely. 


Spreading Productivity Benefits 

If productivity can be increased, 
how then can the benefiis best 
be widely distributed? 

We know that the doctrine of 
socialism says by public owner- 
ship of the means of production, 
Through the instrument of gov- 
ernment (which the socialists will 
operate) everyone will be ailotted 
his proper and abundant share. lt 
is an idea which has appealed to 
many, since the days ot ‘thomas 
Mores Utopia. Up to now It has 


never worked, because it has 
never produced the abundance. 
(It is interesting to note thai 
Utopia—from the Greek—means 


“no place.’’) 


ihen there are the supporters 
of the ultimate Welfare Siate, 
who propose that government 


(which 
control ) 
amount 


wW 


likewise they intend to 

take the maximum 
from all who work and 
19 own property and spread it 
around as they deem most fitting. 

Some wise man has said “tnere 
is no such things as a free lunch.’ 
Someone must pay the bill, so the 
question remains whether people 
pey their own bills to the maxi- 
mum extent, or have 
take and atribuie as 
possible. 

I would propose to the devel- 
cping countries a somewhat dif- 
ferent approach in order to spread 
benefits more widely. 


soverament 
much as 


Reliance on the Individual 
First, I 


now most 


would concentrate on 
effectively to encour- 
age ‘individual initiative and the 
flow of private capital into pro- 
ductive use. One specific means 
wouid be through revision of tax- 
ation to give incentives to produc- 
tion and investment and lay heav- 
ier taxes on unproductive assets. 

I would make it attractive to 
voth local and foreign capital to 
expand existing enterprises and to 
start new ones, providing more 
jobs, more goods, and wider op- 
portunities for ownership of busi- 
ness, I would give incentives to 
lager companies to sell some of 
their shares to the general pub- 
lic. 

I would work out means by 
which more farmers could pur- 
chase land and get as;istance in 
improving their production and 
marketing. I would provide cred- 
it facilities so that the working 
man could build or buy a houce 
and pay for it out of his earnings. 

This approach would, I believe, 
begin to build up a middle class 
of men of property, with oppor- 
tunities for individuals to pro- 
gress as far as their abilities war- 
rant. 

This is my prescription for 
building a productive economy 
and spreading widely its benefits. 


Busines:men’s Responsibilities 

I have touched upon some of the 
things which governments need to 
promote development, in- 

making full use of the 
private initiative 


ao to 
cluding 
productivity of 
and capital. 

There ere, however, equally 
great responsibilities which pri- 
vate business needs to assume. 

The time has come when no 
longer can businessmen atford to 
conventrate exclusively on their 
individual enterprises and to ig- 
nore their role in promoting the 
bread interests of their countries. 
They should see this as a-matter 
of self-interest, because in the 
long run the success of all private 
business rests upon the progress 
and stability of the communicy in 
which it operates. 

Furthermore, thcy should real- 
ive that the institution of private 
enterprise is under deadly attack, 
not only from avowed commun- 
io, but from advocates of all de- 
grees of socialism and state con- 
trol. Their propaganda is clever, 
crgaĘnized and persistent. Buziness 
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generally has not effectively tak- 
en up the challenge. It has, by 
defauit, allowed itself to be put 
on the defensive. Unless it 
awakes to the present danger and 
determines to pay the price and 
make the fight to preserve and 
expand its system, its productive 
contribution may be lost to the 
world, and bring about total 
change in our society. 

As we have pointed out in our 
annual report, there are some par- 
ticular aspects of responsibility 
for toreign businessmen operat- 
ing in the developing countries. 
‘1ney need to make special efforts 
to associate themselves witn the 
local communities first througn 
maximum use of local resources 
and peopie, with positive eftorts 
to provide training and opportun- 
ity for advancement to senior 
positions. lt is becoming increas- 
ingiv apparent that there are mu- 
tuai aavantages in joint ventures 
with local en.erprises, or in shar- 
ing ownership with local inves- 
tors, including, where practical, 
offering of shares to the public. 
And on a broader front, foreign 
bu iness interests are in position 
to set the example and stimulate 
their local counterparts in sup- 
porting education, technical and 
business training, and other con- 
structive community activities. 

And finally they can demon- 
strate and make known the bene- 
fits which they and all good pri- 
vate business contribute to eco- 
nomic growth. 


Hits Intergovernmental Financing 

There is one other major aspect 
of development to which I wish to 
refer. 

Following World War II the in- 
terest of the more advanced coun- 
tries in giving financial a:zsistance 
to the less developed areas was 
evidenced in two directions—first, 
through bilateral financing, ini- 
tially by the United States and 
more recently by Western Europe, 
as it rebuilt its own economy; and 
second, through international 
agencies, starting with the World 


Bank and the Monetary Fund, 
to which have been added IFC, 
IDA and recently the Inter- 


American Development Bank. In 
addition there have been the in- 
formal association of the Colombo 
Plan and consortiums for India 
and Pakistan. 

I have observed over theze 14 
years both types of operation. It 
might have bcen said before that 
my personal interest would natu- 
rally prejudice me in favor of the 
international approach. But now 
that within a few weeks I shall 
retire, I have no selfish interest to 
serve. Ii now can speak objec- 
tively and I shall state my con- 
victions. 

The first is that government-to- 
government financial aid cannot 
successfully be used to gain and 
hold political advantages for the 


country supplying the funds. 
Rather than making friends, bi- 
lateral financing between sove- 


reign countries tends to create an- 
tagonisms and distrust. I have 
observed that within the non- 
communist world the nations most 
friendly to each othet are those 
between which there has been 
little or no intergovernmental 
financing. Contrariwise, the more 
one government has loaned or 
granted the greater probability of 
suspicions and antagonisms. I be- 
lieve the record gives suppori to 
my observations. 

Also, there are inherent diffi- 
culties in arranging and adminis- 
tering development financing be- 
tween governments. Officials: and 
legislative bodies in committing 
the funds to their citizen; have a 
responsibility that they be used 
honestly and effectively. Tax day- 
ers are proper!y critical of abuses 
and waste. But however reason- 
able, recipient countries are in- 
clined to consider conditions at- 
tached to aid as infringements on 
their sovereignty. And it is no 
salve to their sensitivity to have 
large numbers of foreign govern- 
ment representatives stationed in 


their borders to supervise the use 
of funds. 

Furthermore, it is often impos- 
sible to disassociate a govern- 
ment’s financial transactions from 
political motives, so that truly 
economic objectives may be sub- 
ordinated. 

And finally, there are obstacles 
to long-range action both in the 
providing and recipient countries. 
Commitments on both sides are 


necessarily subject to politica! 
changes and legislative actions. 
Qualified personnel are diiticult 


to recruit due to uncertain tenure 

In my own country, the annua 
debates on foreign aid appropria- 
tions are familiar to many of you 
It is becoming apparent that the 
American people are more and 
more questioning and critical! 
not, I believe, of the mutuaiity 
of interests with the developing 
countries and the objectives of 
aid, but as to methods and result 

Because of the fundamental dif 
ficulties it is doubtful that larg: 
government - to - government tı- 
nancing can ever be handled ef- 
fectively and with mutual sail 
faction. 


Alternative 
I believe there is a 

alternative in the 

World Bank 

With substantial capital contrib 
uted by all of its 60-cdd memb21 
countries, each in proportion to it 
resources, it has been able ti 
approach the j9b of promotin: 
sound economic development 
free of the strains of political 
pressure and without the su_pi 
cion of political domination. I 
has been able to insist on mor 
stringent economic and technicai 
criteria than are generally pro 
posed by agencies of individual! 
governments. It supervises mori 
carefully the application of it 
funds. Yet this firm insistence on 
performance has created a mini- 
mum of resentment. 

The Bank has estabilshed a 
reputation for competence, objec- 
tivity, impartiality and honesty. 
It has an international staff. It 
has gained the respect of its mem- 
ber countries, both the more and 
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less advanced, and of the business 
and financial communities of the 
world, Its bonds are prime in- 
vestments, so that it attracts the 
funds of prudent private institu- 
tions to supplement its govern- 
ment capital. Few informed peo- 
ple would argue with the state- 
ment that the lending of the Bank 
has produced results superior to 
most government-to-government 
transactions, 

When it appeared that there 
was need for an additional type 
of credit for the more hard- 


pressed countries, and for a 
broader range of purposse, the 


Bank was given the operation of 
the IDA Fund. 

Thus the proven instrument 
exists into which could be con- 
centrated major intergovernment- 
al financing. If the countries 
which have funds to devote to 
promoting development of the 
poorer areas would channel them 
through the World Bank, rather 
than in bilateral credits, the re- 
sult would be more and better 
development, and better relations 
between nations. 

In proposing the World Bank 
as the major instrument for de- 
velopment financing of public 
projects, I also agree that regional 
institutions, such as the Inter- 
American Bank, may play a simi- 
lar role. As they demonstrate that 
they have established standards of 
competence, integrity and freedom 
from political influence, compara- 
ble to those of the World Bank, 
they can likewise perform con- 
structive service in their areas 
and be equally deserving of sup- 
port. 

It appears obvious that the 
United Nations, or other associa- 
tions which are organized on a 
political rather. than eeonomic 
basis, do not fit the specifications 
I have outlined. 

And in the field of fiscal and 
financial order, both in individual 
countries and internationally, I 
believe that the value of an inter- 
national organization has likewise 
been demonstrated. The Interna- 
tional Monetary Fund born at 

Continued on page 25 


This is not an Offer 


To rHE HOLDERS OF 


Republic of 


El Salvador 


Customs First Lien 8% Sinking Fund Gold Bonds, 
Series A, 


Dated July 1, 1923, Due July 1. 


1948: 


7% Sinking Fund Gold Bonds, Series ©, 
Dated July 1, 1923, Due July 1, 1957; and 
Certificates of Deferred Interest (Serip Certificates ) 
issued with respect to Bonds of Series C, 


and 


Convertible Certificates for 3% 


External Sinking 


Fund Dollar Bonds, Due January 1, 1976. 
NOTICE OF EXTENSION 


The time within which the Offer, dated April 26, 1916, to ex- 


above 
El Salvador 49%. 


change the 
Republic ot 


Fund Dollar Bonds. due January l, 


Bonds and 


the appurtenant coupons for 
5% and 3% External Sinking 


1976. and to pay Certificates 


of Deferred Interest (Serip Certificates) in cash at 15% of thei 
face amount, may be accepted, is hereby extended from January 


1. 1962 to January 1, 1963. 


The period for exchange of Convertible Certificates for 3 
ST aes : à 
External Sinking Fund Dollar Bonds of the Republic. 


uary l, 
been extended from July 1, 


mber 28, 1961 





dated April 26, 1946 as extended. 


N.B After June 30, 1954, no additional 4 


Dollar Bonds. due January 1, 1976, : 
However. holders 


¢ 


due Jan- 
| 


1976. in multiples of $100 principal amount. has also 
1963 to July 1. 

Copies of the Offer may be obtained upon application to The 
First National City Bank of New York. Corporate Frust Divi- 
sion. 2 Broadway. New York 15. New York, the New York Avent 
of the Fiseal Agent. Banco Central de Reserva de El Salvador. 
San Salvador. El Salvador, C. A. 


REPUBLIK 


L961. 


OF EL SALVADOR 
By Jose MENDOZA 
Minister of Finance and Pub 


External Sinking Fund 
were issucd pursuant to the Offer 


of Republie of El 


or ` I ondi el PS 
Salvador Customs First Lien 8% Sinking Fund Gold Bond S \ 


which matured on July 1, 


of said Offer after. June 30, 1954 will 
Sinking Fund Dollar Bonds, a cash 
mount thereof plus acerued interest on s ich amount from 
annum 


to July 1, 1954 at the rate of 4% per 





1948 whe surrender such Bond 


receive I) hic I oi T 
distributign equal to thi 


Janua 
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The Power to Tax Is 
The Power to Destroy 


By W. Arthur Grotz,* President, Western Maryland Railway, 


Baltimore, 


Maryland 


A plea for tax fairness and not forgiveness contains figures spelling 
out financial plight of the railroad industry and the need for tax 
changes at various levels inciuding rapid Federal amortization. Mr. 
Grotz delineates the extent to which rails are running out of cash 
and are in an increasingly critical position. Some of the observations 
m2d2 are: end of 1959 working capital was 2'/2 times the present 
(May, 1961) $315 miflion, and the present killing tax burden occurs 
whea incraasing subsidized competition has reduced rails’ revenue 
by capturing either more profitable business or by compelling rate 
reduction even in the face of rising labor and material costs. 


The crisis many railroads are 
facing is not a crisis of capacity, 
or of equipment, or of service. 
It is not a crisis of organization, 
of mergers, of 
labor rules, of 
marketing, or 
of public re- 
lations, al- 
though all of 
these are im- 
portant. It is 
a financial 
crisis. The 
railroad in- 
dustry has 
been steadily 
running out 
of cash and 
some of the 
companies 
are in an in- 
creasingly critical position. 

It is true that the financial 
crisis affects every aspect of the 
railroads’ operations, mainte- 
nance, and service, but it is to the 
financial crisis that it is extreme- 
ly important that we immediately 
address ourselves. It is for this 
reason that taxation, which is the 
government’s way of exerting de- 
mands upon the dangerously re- 
duced working capital of rail- 
roads, is a vital topic. I shall dis- 
cuss taxation and, insofar as it 
relates to taxation, I shall discuss 
allowances for depreciation. 


Perilous Working Capital 
Condition 

I shall limit the very few fig- 
ures I shall use to those which 
dramatize the crisis. Working 
capital of the railroads at the end 
of the last available month, which 
was May 1961, amounted to $315 
million. This figure excludes 
materials and supplies from the 
assets and long term debt due 
within one year from the liabili- 
ties. This is the worst showing 
since the end of 1939, when cur- 
rent liabilities included an enor- 
mous amount of defaulted obliga- 
tions. As late as Dec. 31, 1959, 
the corresponding figure was $788 
million, or 21⁄2 times as great. The 
devastating attrition of working 
funds undoubtedly carried right 
on after May. Since some of the 
railrcads still have substantial 
working cavital, it is obvious that 
a number of others have working 
capital deficits. 





W. Arthur Grotz 


Tax Payments Made 


In the light of this perilous 
working capital position, it is ap- 
propriate that we examine the tax 
payments by the railroads. In 
1960 the Class I Railroads paid 
Federal income taxes of $204,263,- 
000, state taxes of $400,359,000, 
and the Railroad Retirement and 
Unemplcyment Insurance Taxes 
of $394,177,000. After all of this, 
their combined net income was 
only $444,657,153. 

For the five-year period 1956 
through 1860 the corresponding 
figures were $1,425,200,000 Fed- 
eral income taxes, $2,008,562,000 
states taxes, and $1,759,613,000 
Railroad Retirement and Unem- 
ployment Insurance Taxes. 


We are concerned not only be- 
cause of the amount of these taxes 
but also, as I shall develop later, 
their fairness and the fact that 
under present laws their total will 


greatly increase in the immediate 
future. It is, therefore, of impor- 
tance to the railroads, as well as 
to the national interest, that ways 
be developed quickly at all levels 
of government to ease the impact 
of taxes upon the weakened fi- 
nances of the railroads. It is in 
this context that I shall discuss 
depreciation, shorter lives for de- 
preciation purposes, construction 
reserves and non-discriminatory 
state taxes. 


Explains Depreciation Havoc 


First, let me exviain the use of 
the term cepreciat.on. In a recent 
official railroad paper appeared 
the words “for capital expendi- 
tures the railroads are heavily 
dependent upon depreciation.” 
These words make no sense. You 
can’t spend depreciation. Depre- 
ciation is a fact of life, whether 
we like it or not. It is the process 
of wearing out and it is in itself 
wholly undesirable, although it 
must be recognized in industry, 
just as it is recognized in the 
wearing out of your automobile 
or your electric razor. If there 
were no depreciation, the railroads 
would not have to replace things. 
The railroads do not want depre- 
ciation. What they do want is the 
financial relief which greater al- 
lowances by the Internal Revenue 
Service of expense deductions for 
the amount attributed to depre- 
ciation will produce, because this 
reduces income taxes. The rail- 
roads are interested in. shorter 
lives for depreciable equipment, 
not because they want the new 
equipment to wear out faster or 
expect it to be of such inferior 
construction that it will wear out 
faster, but because reduced in- 
come tax payments will release 
cash for improvements, which 
they believe to be of greater na- 
tional interest than the deferred 
taxes. 

Depreciation I have character- 
ized as the wearing out process. 
Akin to it is depletion, which is 
the exhaustion of a resource, and 
obsolescence, which is occasioned 
by technolozical or style changes, 
or by sociological or political 
changes, or indeed by the Federal 
subsidizaticn of competitive 
transport, such as the construction 
of waterways, highways and air- 
ways. All three are commonly 
thought of as depreciation. 

It is of great interest to the 
public, to commerce and to na- 
tional defense to encourage the 
railroads to spend some $20 bil- 
licn at the rate of $2 billion a 
year for new equipment and the 
modernization of their facilities. 
It is, therefore, particularly un- 
fortunate that the advantages in 
tax deferment of the accelerated 
depreciation granted during and 
immediately after the Korean 
War are expiring this year and 
that hereafter the payment of de- 
ferred taxes must be added to the 
burdensome amounts due nor- 
mally for taxes. 


Tax Deferment 


The figures previously given 
as to the payments of taxes re- 
flected the advantages of acceler- 
ated amortization. During the 
five-year period 19°6 through 
1960, in which the railroads paid 
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$1,425,200,000 in Federal income 
taxes, they deferred $525,513,000 
of Federal income taxes by reason 
of accelerated amortization. For 
the entire period since accelerated 
amortization was authorized in 
1950, the tax deferment was some 
$1.2 billion. Obviously, this tax 
deferment constituted an impor- 
tant source of working capital of 
the railroads and provided funds 
for their improvement programs. 
The authorizations for acceler- 
ated amortization following the 
Korean War expired with the ful- 
fillment of orders placed for 
€quipment prior to Jan. 1, 1956. 
Consequently all of the benefit 
of tax deferment has been real- 
ized. We now come upon the time 
when the railroads must not only 
pay the normal taxes but must 
in addition repay the amount of 
taxes which were deferred be- 
cause of the accelerated amortiza- 
tion. The result will be a further 
pinch in railroad net earnings 
and in cash flow of perhaps $50,- 
600,000 a year. The full impact 
will not be felt until 1962 because 
some projects or equipment 
covered by rapid amortization 
certificates were not completed 
until late 1956 or early. 1957. 


The failure of the government 
to extend the rapid amortization 
beyond Dec. 31, 1955, is exerting 
tremendous financial pressure 
upon the railroads. In the case of 
Western Maryland Railway; tax 
payments for years ahead will be 
increased by some $2,700,000, as 
compared with 1956, assuming the 
same levels of income. This im- 
mense burden comes at a time 
when the increasing competition 
of subsidized transportation has 
reduced tke revenue of the rail- 
roads by diverting more and more 
of the profitable. business or by 
compelling the railroads to reduce 
rates. It comes at a period also 
when costs of both labor and 
materials have been rising and 
when the weakened credit of the 
railroads forces them to pay 
higher interest rates on borrowed 
money. 


Categories of Tax Relief 


These pressures threaten the 
solvency, the service, and even 
the safety of railroad transporta- 
tion. These pressures give urgency 
to a need for basic reconsidera- 
tion by government of the impact 
of taxes on the railroads. The 
plea for tax relief of the rail- 
roads has been repeatedly stated, 
as follows: 


(1) Allowance by Internal Rev- 
enue Service of greater deduc- 
tions for depreciation based upon 

a. Reduction in maximum use- 

ful life of depreciable rail- 
road property, taking into 
consiceration functional and 
economic obsolescence, as 
well as depreciation or simple 
wearing out. 

b. Recognition of the inflated 

replacement price structure. 

(2) Encouragement of invest- 
ment in transvort equipment and 
facilities by ccnstruction reserve 
funds or otherwise. 

(3) Freedom from Federal in- 
come taxes on savings derived by 
tax concessions of states or muni- 
cipalities. 

(4) Repeal of passenger trans- 
portation tax. 

The categories of Federal tax 
relief which I have just listed are, 
as | said, those which have been 
repeatedly urged by the railroad 
industry. They have great force 
and soundness. But permit me to 
suggest the possibility of radically 
different approaches. I give them 
to you not as something to go out 
and try to sell at this time but 
rather as something to think 
about seriously. 

Two Approaches 


The first radical approach de- 
rives from the fact that the rail- 
road investors and managements 
need a powerful stimulant for $2 
billion a year. We should take a 
serious look at the depleticn al- 
lowance in the extractive indus- 





tries, in the case of petroleum 
27⁄2% of the sale price of the 
product (not of the cost of the 
well). This allowance was justi- 
fied originally and has been sus- 
tained because of the importance 
in the national interest of encour- 
aging exploration for and the de- 
velopment of natural resources. 
The national interest in preserv- 
ing the railroads as a key to na- 
tional transportation can hardly 
be less than its interest in finding 
new oil wells. The offering of a 
tax incentive for railroad invest- 
ment cannot be less important 
than a tax incentive for oil well 
drillers. 

A. second radical approach is 
that an attraction for capital in- 
vestment in strategic industries 
dedicated to the public service, 
such as the railroads, might well 
be afforded by providing that 
Federal taxes on the income of 
such industries should (1) not be 
applicable to income which pro- 
vides less than a modest stated 
return on the value of property 
or {2) be -applicable at a lower 
rate to income less than a stated 
return. Such a provision need not 
be class legislation but could be 
broad enough to provide for any 
industry which qualifies. It is ex- 
traordinary, it is radical, but so 
is the-disease of the railroad in- 
dustry. 

I do not plead for tax forgive- 
ness. I do not wish that the rail- 
roads do less than their fair share. 
But I -do seriously question 
whether a public service enter- 
prise, operatei on the common 
carrier principles and owning ils 
own rights of way, can forever 
pay the same rate of taxes on its 
2% or 3% rate of return as do 
companies in less restricted in- 
dustries earning far greater re- 
turns and still expect to justify 
very large capital expenditures. 


State Taxes 


I must not conclude these re- 
marks without briefly discussing 
state taxes, which were $400,000,- 
000 in 1960 and five times that 
much for the five-year period. 
In the aggregate they far exceed 
Federal income taxes. The ques- 
tion of their fairness is extremely 
important and is likely to be lost 
sight of because of the multiplic- 
ity of taxing jurisdictions. Con- 
gress should enact legislation de- 
signed to prevent discriminatory 
taxes against railroad property on 
the ground that it constitutes a 
burden of interstate commerce. 
In this connection, I would like 
to quote briefly from an article 
written by the President of the 
Burlington Railroad which ap- 
peared in Railwau Age cf June 27 
1960. Because of limitations of 
time, I can only pick out several 
paragraphs. 

“Property taxes. The railroad 
pays roughly ten times as much 
per dollar of freig>t revenue, as 
its competitors: Railroads 5.03 
cents; truck, 0.45 cents; barge, 
C.E1 cents. 

“Maintenance of Wanu and 
Structures. The railroad pays 
more than twelve times the aver- 
age truek payment, and more 
tran twenty times the average 
barge payment for such expenses. 
Railroad, 12.65 cents; truck, 0.96 
cents; barge, 0.58 cents. 

“If truck payments for license 
fees, fuel taxes, etc., are included 
in this category — on the theory 
that they are used for road main- 
tenance — the railroad still pays 
more than one and one-half times 
the truck average, and the barge 
comparisons remain unchanged. 
Railrcad, 12.68 cents: truck. 7.25 
cents; barge, 0.58 cents. 

“Finally, if we consider all 
taxes and all maintenance of way 
and structures (including truck 
license fees, fuel taxes, etc.), the 
railroad pays more than three 
times as much as the truck aver- 
age, and more than five times the 
barge average. Railroad, 32.58 
cents; truck, 9.77 cents; barge, 
6.34 cents. 

“These differences in treatment 
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explain why much of the coun- 
try'’s freight traffic growth is go- 
ing to other forms of transporta- 


tion while rail freight volume 
remains stationary, or declines. 
In addition, these differences in 
treatment suggest that, with equit- 
able treatment, railroads could 
provide better service at lower 
cost to their patrons, and at no 
cost to the taxpayer.” 

By way of Summary, the rail- 
road problem is financial. The 
railroads have run out of working 
capital. Taxes are very large. The 
deferment of more than a billion 
dollars of Federal income taxes 
during the last decade tempo- 
rarily enriched working capital. 
Not only has this source of defer- 
ment expired but it is now neces- 
sary to repay the amounts de- 
ferred at a time when subsidized 
competition and the business 
cycle have greatly eroded railrcad 
earning power. Bold action must 
be taken and an area in which 
government can more readily take 
bold action is in connection with 
taxes on railroads. Its objective 
skould be, first, to preserve rail- 
road transportation, and, second, 
and hardly less important, to 
create strong tax incentives for 
capital expenditures — incentives, 
of the order, but not necessarily 
of the nature, of the 1212 % deple- 
tion allowance in the petroleum 
industry. 

Chief Justice John Marshall 
was wise indeed when he said 
“The power to tax is the power to 
destroy.” The converse is also 
true, the power to abate taxation 
is the power to create. 


*An address by Mr. Grotz before the 
Community Relations Committee of the 
Pittsburgh Railroads, Pittsburgh, Pa. 


Maass, Nerney To 
Form NYSE Firm 


BEVERLY HILLS, Calif—Maass, 
Nerney & Co. will be formed as 
of Jan. 4, with offices at 9860 
Wilshire Blvd. The firm will be 
a member of the New York Stock 
Exchange. Partners will be Her- 
bert H. Maass, Jr., who will 
acquire an Exchange membership, 
and Patrick W. Nerney, general 
partners: and Alfred S. Blooming- 
dale, Frank W. Clark, Jr., Jucith 
A. Gross, David May, II, Wilbur 
D. May, Nathan M. Ohrbach, and 
Richard A. Shepard, limited part- 
ners. 


Camp Chemical 
Stock Offered 


The initial public sale of the cap- 
ital stock of Camp Chemical Co., 
Inc., is being made with the offer- 
ing of 110,000 shares at $3 per 
share by Russell & Saxe, Inc. and 
Lederman & Co. N. Y. 

Net proceeds from the financing 
will initially be added to working 
capital of the company and used 
for general corporate purposes. It 
is intended to use the proceeds 
ultimately for the expansion of 
company sales and to finance an- 
ticipated additional inventories 
and accounts receivables. 

The Brooklyn, N. Y. company 
and its subsidiaries manufacture 
and distribute sewage chemicals, 
household chemicals and sanita- 
tion chemicals for home, commer- 
cial and industrial use. They also 
make specialty sanitation chemi- 
cals for resort hotels and child- 
ren’s camps. One of the major 
operations of the company is the 
manufacture and sale of sewage 
treatment chemicals for use in 
connection with septic tanks and 
cesspeols. For the resort divi- 
sion of the company, and in some 
cases for the dealer trade, the 
company manufactures approxi- 
mately 176 different chemical 
products under the Camp name 
in various sizes, such as insecti- 
cides, bleaches, dish washing pow- 
ders, floor waxes, deodorants and 
others, 
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Long-Term Projections— 
Problems, Methods, Results 


By Dr. William C. Freund,* 


{ssociate Professor of Finance. New 


York University’s Graduate School of Business Administration. 


New York economist takes excaption to what he considers are too 
overly optimistic National Industrial Conference Bocrd and National 
Pianning Association projections of $810 and $817 respzctively for 
13710. Dr. Freund foresees a $700 billion GNP ten years honce, in 1950 
dollars based on a 242% productivity rate and a 5% rata of un- 
employmnt. He doubts circumstances favorable to economic growth 


in the 1950s will prevail in the 


1960’s but does agree we could 


achieve the higher growth rato if we “deliberately and consciously 
Shaped our national policias to that end.” Dr. Freund praises three 
rspresentative projections made a decade ago for 1950 and paren- 


thetically notes this agreement 


should dispel the notion that 


economists never agree. 


Almost 100 years ago, in August 
of 1867, Mr. J. N. Boyd, then edi- 
tor of the Fairmont Gazette of 
West Virginia, tried to predict 
certain events 
100 years 
hence. Since 
the hundred 
year period 
has almost 
expired, we 
can now judge 
the accuracy 
of these pro- 
jections. Un- 
like some 
forecasters, I 
am sure Mr. 
Boyd will not 
mind our re- 
viewing his 
predictions. 
Wrote Mr. Boyd: 

(1) “Every child will be 
easy reach of a school house@/\ 

(2) “Color of the skin and sex 
wili not distinguish /votegs.” : 

(3) “Handsome and accom- 
plished women will occupy seats 
in the legislature and state de- 
partment.” 

(4) “Trains will pass Fairmont. 
West Virginia, 12 times each day.” 


(5) “Letter postage will be one 
cent instead of three.” (I cannot 
be sure whether Mr. Boyd had 
real or current dollars in mind). 

(6) “The national debt will be 
paid.” 

(7) “Women will propose mar- 
riage.” 

(8) “There will be no Method- 
ists, Presbyterians, or Baptists— 
all will be one denomination.” 

(9) “Women will eschew hoops, 
long dresses, waterfalls, palpita- 
tors and other false and senseless 
things generally.” 

Now for those statisticians who 
may want to compute Mr. Boyd’s 
standard error or estimate. I 
should tell you that Fairmont does 
not have a dozen railroad trains 
passing each day, and that few 
women in the past hundred years 
have entirely eschewed all “false 
and senseless things.” 

Man always seeks to look ahead. 
Certainlv, this is among his most 
distinguishing character istics. 
Thus, I think many forecasts are 
prepared and consumed because 
of an innate curiosity, a basic de- 
sire to “know” the shape of things 
to come. 





Wm. C. Freund 
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Growing Need for Projections 

In preparing long-term eco- 
nomic projections (and I think the 
qualifying adjective “long-term” 
is redundant if we confine our 
use of the word ‘““projection” to 
long-term prophesies and reserve 
the word “forecasts” for short- 
term expectations), most econ- 
omists seek to do more than 
to satisfy idle curiosity. Busi- 
ness must plan ahead. Every 
business decision is predicated 
on some assumption about 
the future, whether right or 
wrong, wheher explicit or im- 
plicit. Capital expenditure budg- 
ets. for example, must be drawn 
on the basis of sales estimates, 
which in turn depend, either di- 
rectly or indirectly, on the out- 
look for the national economy. 
And with the lead time between 


research and marketing becoming 
ever longer, the need for economic 
projections is becoming a more 


vital ingredient of business de- 
cisions. 
The preparation of economic 


projections and their interpreta- 
tion for company policies has be- 
come the responsibility of most 
business economists. As a result, 
the publication of GNP projec- 
tions has been flourishing. Es- 
pecially last year, with the begin- 
ning of the new decade, a plethora 
of GNP estimates appeared. These 
published in the more popular pub- 
lic organs, and often preceded by 
such adjectives as “soaring, sizz- 
ling or striking,’ often served 
merely to satisfy the public ap- 
petite for optimistic prognostica- 
tions. However, many solid studies 
appeared such as the National 
Planning Association’s ‘“Long- 
Range Projections for Economic 
Growth,” the Joint Economic 


‘; Committee's “The Potential Eco- 


Growth in the United 
States,” and the National Indus- 
trial Conference Board’s “Eco- 
nomic Growth in the 1960’s, Pre- 
requisites, Potentials, Problems.” 

My aim is to review the per- 
formance of several economic 
projections prepared a decade ago, 
not solely because of curiosity 
about how well theze have turned 
out but because by examining 
past projections we may be able 
to improve on those currently be- 
ing made. Specifically, my pur- 
pose is to analyze the assump- 
tions on which three economic 
projections made in the early 
1950’s were predicated—three pro- 
jections which I consider suffi- 
ciently typical to be taken as 
representative of the bulk. of 
prognostications made a decade 
ago. Secondly, based upon the 
analysis of past projections, I 
would like to review critically the 
assumptions going into the cur- 
rent crop of economic projections 
to 1970. Because of my paper’s 
limitations, I will have to confine 
my comments to projections of 
aggregate GNP. 


nomic 


Basic Assumptions 

All GNP projections depend in 
the final analysis on three very 
basic assumptions: 

(1) The size of 
labor force. 

(2) The rise in productivity. 

(3) The average length of the 
workweek. 

Some models are very intricate 
with separate assumptions. about 
productivity and manhours in in- 
dividual industries while others 
follow a more simplified aggrega- 
tive approach. Among the latter 
was the projection of the econo- 
mist who in a public address in 
1957 predicted that “if the em- 
ployed labor force increases 
around 11% by 1965 and 30% by 
1975; if hours worked per year 
decline about 5% by 1965 and 12% 
by 1975; and if output per man- 
hour expands approximately 23% 
by 1965 and 60% by 1970-—then 
we can expect total output to be 
about 30% larger in 1965 and 75% 
greater in 1975.” Whichever the 
approach, detailed or aggregative, 
all models can be abstracted to 


the employed 
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yield the three basic assumptions 
of productivity, labor force and 
hours worked. In the three mod- 
els up for review, I have con- 
densed all the assumptions into 
these key variables, although in 
the original the detail was much 
greater. 

Just as an aside, let me say that 
I do not believe much, if anything, 
is gained bv using elaborate mod- 
els or by substituting a computer 
for a slide rule. The margin of 
error in a ten year projection is 


obviously large, and relatively 
minor percentage differences in 
the assumptions, when com- 


pounded over ten years, produce 
substantial differences in aggre- 
gate output. I think little is added, 
{or instance, by separating the 
cutput of the non-private labor 
force into federal government em- 
ployees, state and local govern- 
ment employees, and the armed 
forces. Such refinements appear 
minute compared to the assump- 
tion about productivity growth, 
which, if varied by only 14 % pro- 
duces a $50 billion change in GNP. 


How well have the economic 
projections of the early 1950s ac- 
tually turned out? 

Before we can compare the as- 
sumptions and results of the three 
projections I have selected with 
actual events, we must recognize 
that these projections were de- 
signed to extrapolate trend, not to 
forecast the cycle. Thus it would 
be unfair to compare the cyclical 
value of GNP for 1960 with the 


projection of trend about which it 
was expected cyclical fluctuations 
would occur. Obviously, the re- 
cession of 1960 caused the econ- 
omy to fall below its normal 
trend. I have come prepared 
therefore with a 1960 estimate of 
full employment GNP to use as a 
yardstick in this post mortem of 
economic projections. 

In preparing this retrospective 
full employment GNP estimate for 
1960, I have assumed, as did most 
forecasters in the 1950s, an unem- 
ployment rate of. 4% (compared 
with an actual of 5.6%). A few 
simple multiplications as shown in 
Table I produced the full employ- 
ment estimate of $530 billion, 
which, as you can see, is $27 bil- 
lion higher than the actual cycli- 
cal value of $503.2 billion. 

The three economic projections 
of nearly a decade ago came re- 
markably close to this $530 billion 
trend value. 

The National Planning Associa- 
tion in its 1952 report “The Amer- 
ican Economy in 1960” projected 
a GNP of $425 billion, “or an in- 
crease of about 29% above the 
1951 GNP of $329 billion.” 

Converting this estimate into 
1960 prices produces a GNP figure 
of $506.5 billion. (By the way, 
there has been no revision by the 
Department of Commerce in the 
1951 GNP figure of $329 billion 
since the NPA prepared its pro- 
jection so that we need not ad- 


(2835) 15 


just for any data revision in the 
base year GNP). The NPA’s pre- 
diction of $506.5 billion is roughly 
$25 billion too low, not an intoler- 
ably large error for most practical 
problems of business planning. 
As a percent of the actual full em- 
ployment GNP, the error is 4%. 
What accounts for the NPA’s 
underestimate? Examining the 
three major assumptions about 


employment, productivity and 
hours worked reveals that the 
chief source of error was in the 


NPA'’s projection of civilian em- 
ployment. Table II compares the 
NPA projection with my full em- 
ployment estimate for 1960. 

Note particularly the accuracy 
of the total labor force projection. 
This should give encouragement 
to all the demographers in the 
audience. What the NPA did not 
and could not be expected to an- 
ticipate was the reduction in the 
size of our armed forces to 2.5 
million. The total labor force es- 
timate is 400,000 below the actual, 
and civilian employment was 1.4 
million too low. 

The result of this underestimate 
of our effective working force 
was to reduce the vrojected level 
of GNP. Of course, to some ex- 
tent, this underestimate of the 
private product was offset by the 
overestimate of the size of our 
armed forces and their contribu- 
tion to the government sector of 

Continued on page 26 








The 1962 


DON’T MISS IT! 


“Annual Review & Outlook” 


Issue of 


THE CHRONICLE 


Will Be Published January 18th 


* The 1962 “ANNUAL REVIEW & OUTLOOK” Issue will present the 
opinions and forecasts of the nation’s banking and corporate leaders 
on the probable course of the nation’s economy in the year ahead. 


* Get your business perspective on the new year’s possibilities from the 
banking and corporation leaders who manage the country’s industries. 


1—What are the basic factors underlying the general course of busi- 


ness in 1962? 


2—What are the major problems that the various industries face 


in 1962? 
3 





What is likely to happen to prices and values of securities in 1962? 


4—What impact will the Administration’s and Congress’ foreign poli- 
cies and domestic program have on business conditions in 1962? 


You will find the answers to these questions and many 

others in the “Annual Review & Outlook” Issue of 

The Chronicle featuring the opinions and forecasts 
of the country’s foremost Management Executives. 


* Do not miss the opportunity to advertise your Firm, Corporation or 
Bank in this composite cross-section of America’s most competent busi- 
ness and financial opinion which will appear in the January 18th issue. 


Regular advertising rates will prevail 


for space in this issue 


THE COMMERCIAL AND FINANCIAL CHRONICLE 
25 Park Place, New York 7, N. Y. 


REctor 2-9570 
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The State of 


TRADE and INDUSTRY 


Steel Production 
Electric Output 
Carloadings 

Reiail Trade 

Food Price Inder 

Auto Production 
Business Failures 
Commodity Price Index 











A sharp upturn in retail sales in 
October, eight months after the 
recession trough, brings forth re- 
newed optimism on the future 
trend for consumer spending on 
goods, states the December issue 
of Barometer of Business pub- 
lished by the Harris Trust and 
Savings Bank of Chicago. 

During the first seven months 
of the business recovery retail 
sales increased less than 2%, but 
the gain in the one month of Oc- 
tober was an additional 2%%, 
points out the publication. 

However, this belated pickup in 
retail sales is typical of business 
recoveries. In the three previous 
postwar expansion periods the 
number of months required for 
retail sales to increase 445% from 
the level at the time of the busi- 
ness cycle trough was: 1949-50— 
five months; 1954—four months; 
1958—eight months. 

During the last six months the 
slow recovery in consumer spend- 
ing has been alarming to many 
business analysts, states business 
summary. While personal income 
increased $20.6 billion, or 5%, be- 
tween September, 1960, and Sep- 
tember, 1961, retail sales were 
unchanged. 

This poor performance in sales 
at the retail level was reflected in 
the reluctance of the public to add 
to its debt, indicates the Harris 
Bank. Total consumer credit rose 


only $800 million, or 142% be- 


DIVIDEND NOTICES 


CLEVITE 


CORPORATION 
CLEVELAND 10, OHIO 


is paying a dividend of 35 
cents a common share on 
December 28. This is the 
company’s 158th consecu- 
tive quarterly dividend. 


DIVIDEND INCREASED 


This payment represents 
an increase in our divi- 
dend, which has been 30 
cents a share, and brings 
the total for 1961 to $1.25 
a share. 








W| THE FIRST REPUBLIC jj’ 
it CORPORATION | 
it OF AMERICA 








TH CONSECUTIVE 
MONTHLY DIVIDEND 


| I'he Board of Directors 
| has declared a cash divi- 
| dend of nine cents (9¢) per 
share on the Class A Stock 
to Shareholders of Record 
| at the close of business, 
| December 31, 1961, pay- 
| able on January 20, 1962. 









; Ira Sands 
Chairman of the Board 


375 FIFTH AVENUE 


NEW YORK 16, N.Y. 
X A PUBLICLY OWNED REAL ESTATE COMPANY 











tween September, 1960, and Sep- 
tember, 1961. 

Moreover, during the first nine 
months of 1961, while incomes 
were increasing with the recovery 
in the economy, consumers were 
on balance paying off more in- 


stallment debt than they were 
taking on in additional credit. 
The burden of consumer debt 


relative to income is thus lower 
today than it was a year ago. 

Total consumer spending has 
been more buoyant this year than 
the figures on retail sales, largely 
goods, would suggest, specifies the 
Barometer of Business. Expendi- 
tures on consumer services in- 
creased steadily through the re- 
cent recession, and have advanced 
at the annual rate of $10 billion, 
or 7%, during the recovery phase 
of the business cycle. 

It has thus been the reluctance 
of individuals to increase their 
spending on goods as incomes rose 
which led to phrases such as “‘con- 
sumer saturation” and 
stocked with goods,” 
monthly periodical. 

The principal factor infiuencing 
variation in retail purchases is the 
sale of automobiles, points out the 
Harris Bank. Roughly three- 
fourths of the September-October 
gain in retail sales was accounted 
for by higher automobile pur- 
chases. 

In the 1958-59 expansion 48% of 
the $1.8 billion improvement in 
retail sales between April, 1958, 


“over- 
reports the 


and October, 1959, was a result of 
higher 
dealers. 


DIVIDEND NOTICE 


sales by automotive 






















Southern California 
Edison Company 





DIVIDF NDS 

The Board of Directors has 
authorized the payment of 
the following quarterly divi 


} 
dends 


COMMON STOCK 
Dividend No. 208 
65 cents per share; 


PREFERENCE STOCK, 

4 48% CONVERTIBLE SERIES 
Dividend No. 59 

28 cents per share; 


PREFERENCE STOCK, 

4.56% CONVERTIBLE SERIES 
Dividend No. 55 

28/2 cents per share. 


The above dividends are pay- 
able january 31, 1962 to 
stockholders of record Janu- 
ary 3. Checks will be mailed 
from the Company's office in 


Los Angeles, January 30. 
P, C. HALE, Treasurer 


December 21, 1961 


SN 
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Bank Clearings Were 5.6% Above 
The Corresponding Week 
Last Year 


Bank clearings last week showed 
an increase compared with a year 
ago. Preliminary figures compiled 
by the Chronicle based upon tele- 
graphic advices from the chief 
cities of the country, indicate that 
for the week ended Saturday, 
Dec. 23, clearings for all cities of 
the United States for which it is 
possible to obtain weekly clear- 
ings will be 5.6% above those of 
the corresponding week last year. 
Our preliminary totals stand at 
$34,105,550.374 against $32,285,- 
750,542 for the same week in 1960. 
Our comparative summary for the 
leading money centers for the 
week follows: 


Week End. (000s omitted) 


Dec. 23— 1961 1960 
New York $19,312,048 $18,541,802 4.2 
Chicago 1,535,074 1,334,799 15.0 
Philadelphia 1,318,000 1,175,000 +12.2 
Boston 914,203 902,542 + 1.3 


1962 Steel Production Should 
Exceed 110 Million Tons, 
Says “Iron Age” 

Total steel production in 1962 
should exceed 110 million tons, 
The Iron Age predicts in a year- 

end forecast. 

Well over half the total will be 
poured in a first-half surge, which 
could account for 65 million tons 
of steel ingots poured in the first 
six months of the year, the maga- 
zine says. 

The high total for the first six 
months will be brought about by 
hedging against a possible steel 
strike after the contract between 
steel companies and the United 
Steelworkers of America expires 
on June 30. 

Commenting on the possibility 
of a strike The Iron Age says 
only something that is not now 
present in the labor picture could 
avert a strike. The magazine says 
most of the factors present in the 
1959 negotiations are still pres- 
ent, and little has been done to 
ease the pressures that caused the 
strike in 1959. 

In fact, union demands for job 
security have strengthened, and 
this shapes up as the kev factor 
in negotiations. The steel compa- 
nies, hard-pressed on the cost 
front from competition within the 
industry, from foreign steel, and 
from other materials, are not 
likely to settle for any package 
that means large wage - cost 
increases. 

Strike hedging is not the only 
factor behind the expected first- 

Continued on page 28 


DIVIDEND NOTICES 


WoopaLL |NDUSTRIES [NC. 


Resumes Payment of Dividend 


\t a meeting of the Directors of 
Woodall Industries Ine. held today 
in Detroit a quarterly dividend of 
30e per share on the Common Stock 
was declared payable January 15, 


1962, to stockholders of record 
January 2, 1962. 
M. E. GRIFFIN, 


Secretary-Treasurer 











CANADIAN PACIFIC 
RAILWAY COMPANY 


Dividend Notice 
—000— 


At a meeting of the Board of 
Directors held today a final divi- 
dend of seventy-five cents per 
share on the Ordinary Capital 
Stock was declared in respect of 
the year 1961, payable in Canadian 
funds on February 28, 1962, to 
shareholders of record at 3:30 p.m. 
on January 5, 1962. 
By order of the Board. 
T. F. TURNER, 
Secretary 

Montreal, December 11, 1961. 
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The Merger of Imperial 
Chemical and Courtaulds 


By Paul Einzig 


British indifference to “bigness” and monopoly was stirred last 

week, according to Dr. Einzig, by the news, and the way it was 

announced, of imperial Chemical Industries’ proposal to take over 

Courtaulds. One of the surprising reactions is the Socialist opposition 

since “it is much simpler to nationalize one gigantic enterprise 

than a number of firms in the same industry.” Brief comments are 
made on the merits and demerits of the takeover bid. 


LONDON, England — The an- 
nouncement of the takeover bid 
made by Imperial Chemical In- 
dustries for the control of 
Courtaulds caused considerable 
surprise and gave rise to heated 
controversy. The first reaction of 


most people is that since the 
combined resources of the two 
industrial giants will approach 


the figure of $3,000 million, and 
since between them they control 
over nine-tenths of the produc- 
tion of manmade fibres in the 
United Kingdom, the transaction 
would be contrary to public 
policy. Opinions disagree whether 
under existing legislation it could 
be prevented effectively, es- 
pecially as the Monopolies Com- 
mission can only make recom- 
mendations without being able to 
enforce them. It has been sug- 
gested that, if necessary, the 
government should introduce new 
legislation in order to prevent it. 


Main Argument 

The main argument in favor of 
the proposal is that it would in- 
crease the efficiency of fibre pro- 
duction and would enable Britain 
to compete more effectively with 
continental producers if and when 
it should join the Common Mar- 
ket. Whether or not this claim 
is justified depends on the extent 
to which cost of production could 
be reduced. The only indication 
to that effect is the likelihood that 
the two firms would pool their 
research facilities. I. C. I. is be- 
lieved to intend to embark on a 
line of research in respect of 
which Courtaulds has already 
reached an advanced stage so that 
the amalgamation would obviate 
the necessity for duplicating ex- 


penditure. Courtauld’s new £1,- 
000,000 laboratory would cer- 
tainly be useful to the new 


combine. 


It does not seem certain, kow- 


ever, that the amalgamation 
would lead to considerable 
eccnomy with manpower in gen- 
eral. This at any rate appears 


fron the statement made by 
I. C. I. according to wrich the 
merger would not result in large- 
scale redundancy. This may mean 
that the extent to which saving of 
manpower could bə effected 
through an elimination of dupli- 
cated services is nct sufficient to 
warrant the amalgamation from 
the point of view of efficiency. 
Or it may mean that, although 
large numbers of employe?s 
would become superfluous, the 
management of I. C. I. is not pre- 
pared to incur the displeasure of 
the trace unions by dismissing the 
reduncant workers. 

This latter possibility raises 
considerations of great importance. 
It has become the deplorable 
practice of industrial employees 
in Britain to hoard and featherbe 1 
empleyees who have become 
superfluous and who ought to be 
released. Yet there is an acute 
shortage of manpower and it 
wculd be to tře public interest 
if all redundant workers were to 
be made available to firms wto 
need them. Amidst existing con- 
ditions of employment the hard- 
ships invelved would no: be ex- 
cessive and the firms concerned 
could well afford to pay the 
redundant personnel reasonable 
compensation for their loss of 
earnings until tey find some 
other suitable employment. Such 
compensation would cost a great 
deal less than the continued em- 
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ployment of workers who are not 
really necessary. It is because of 
the reluctance of industrialists to 
release redundant labor that in- 
flationary wage demands can be 
pressed home successfully. 


A Matter of Some Concern 

Another aspect which is giving 
concern is that I. C. I., which is 
already the biggest industrial 
firm in the United Kingdom, may 
be getting too big and too power- 
ful. Indeed it has been remarked 
in joke that after the absorption 
of Courtaulds I. C. I. should 
change its name to “U. K. Ltd.” 

When during the late ‘twenties 
I. C. L., under the chairmanship 
of the first Lord Melchett built 
its new headquarters at Millbank 
within sight of the Houses of 
Parliament, it was suggested that 
the impressive size of that build 
ing symbolized the supremacy of 
big business over Parliament 
Since then the I. C. I. building 
has been greatly enlarged, and 
so has its power. Nor is Court- 
aulds likely to be the last of its 
acquisitions. Although in Britain 
there are no such strong feelings 
against monopolies as in the U. S., 
the proposed transaction has 
greatly strengthened anti-mon- 
opolistic sentiments. 

Oddly enough much of the op- 
position to the proposed trans- 
action comes from the Socialist 
side. Yet from the Socialist point 
of view amalgamations should be 
welcomed because, after the next 
Socialist victory at a general 
election, it would facilitate the 
task of nationalization. It is much 
simpler to nationalize one gigantic 
enterprise than a number of 
firms in the same industry. 


Criticizes the Announcement 


Method 
Apart altogether from the in- 
trinsic merits or demerits of tn 
proposed transaction, there 1s 


criticism of the way in which 
I. C. I. chose to announce it. The 
management of Courtauld 
deemed it necessary to protest In 
public against the premature pub- 
lication of the offer. Considerin: 
that, should the takeover bid be 
successful, the fate of the board 
and the executive of ( 

would be in the hands of the 
I. C. I, they must indeed hav 

felt very strongly about it to 
voice their criticism in public. To 
be engaged in negotiations ana 
in the middle of them, to make 

public announcement without 1n- 
forming the other party con- 
cerned, is certainly open to 
criticism in spite of the mysteri- 
ous leak which occurred en the 
morning of the announcement. 
That move certainly augurs badly 
for harmonious relationship be- 
tween the managements of the 
two firms if the takeover bid 
should come off. Yet the success 
of an amalgamation depends to 
some extent on the Frarmonious 
co-operation between the particl- 
pants. 


Hzemlin Co. Opens 


NEWARK, N. J,—Hamlin Com- 
pany hes opened offices at 1060 
Broad Street, to engage in a secu- 
rities business. Partners are Louls 
W. Hamerman, Victor D. Linde 
man, general partners; and Charles 
E. Hamerman, limited parsner 
ormert) 


‘ourtaulds 


with Ira Heupt & Co. and Lubst- 
kin, Regan & Kennevy. 
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The confusing cross-currents that 
have been persisting in the stock 
market for some half a dozen 
weeks continued to cloud the 
market’s future course this week. 
The more obvious shift was by 
the staid utility group where 
selling made some of the issues 
definite casualties on occasion. 

Utilities had been the bright 
spot most of the year, even when 
other sections were reactionary. 
Then, too, some of the funds were 
heavily committed to some of the 
better-class ones. Where there 
was popularity the yields had 
dwindled to where they could not 
compete on a return basis with 
the interest rate that the banks 
will offer as the new year begins. 

All that was needed to induce 
selling—and it came along more 
or less inevitably—-were some 
sell recommendations from the 
larger brokerage houses and the 
investment advisers. And two- 
point losses per session started 
dotting the list of what, supposed- 
ly, are the items that by tradition 
move narrowly. 

It made for a limp windup to 
what was a stirring year for the 
utilities. They had forged ahead 
to where their average seemed 
poised to exceed the rail one 
which would be a novel switch. 
At the high, in fact, the 135.09 
reading was comfortably ahead of 
the year’s low for the rail average 


of 131.06. The utility index had 
closed last year at 100.02. 
Despite the late selling, the av- 


erage was in no mood to retreat 
drastically and still held a com- 
fortable gain on the year. In fact, 
only a small dip on the year’s first 
trading session showed it in minus 
ground for the year. With the ex- 
ception of this single day, it has 
been in plus territory ever since. 


D-J in Retrospect 


That pattern is also the one 
shown during 1961 by the indus- 
trial average which closed the 
previous year at 615.89. It was 
down slightly on the first session 
and rebounded without ever 
showing in minus ground for the 
year afterward. By Nov. 15 the 
Dow industrial average was up to 
734.34. And, as in the utilities, 
that was pretty much the end of 


the run. The index did nudge to 
734.91 in mid-December but it 
was no rousing performance nor 
was there any follow-through to 
it. And no disposition in the 
waning sessions to try to better 
the mark. 

One of the notable perform- 
ances of the year, tribute to the 


interest shown by a large section 
of the public in stocks this year, 
was that volume exceeded the 
billion-share level for the second 
time in history. 

The only other time trading hit 
the billion level was in 1929 and 
with the drying up of year-end 
transactions, and no sign of a spir- 


ited year-end rally, in the final 
sessions, the 1.1 billion total of 
that hectic year still stands as 


the record. The important differ- 
ence is that a generation ago the 
total of shares listed only reached 
the billion mark for the first time 
while today total listings come to 
better than seven billion. 

The year was Gefinitely one of 
fads, the electronics dominating 
the early. portion of the year and 
carving out wide price swings. 
they also bumped into a correc- 
tion before the year avas out. 
Texas Instrments had closed 1960 
at 180 and ran up to 206 before 
the play was over. It was a dras- 
tic correction for this item as it 
was swept back to 95 at the year’s 
low. 

Year's Wonder Issue 

International Business Machines 
was solidly planted on the records 
as one of the wonder issues of the 
year. The existing shares of this 





high-flyer had ended 1960 at 593 
Which at the time represented a 
gain of 154 points on that year for 
them. They soared to 733 by May 
when they were split on a 3-for-2 
basis. Despite that automatic 
markdown in their price, the 
new shares were above 600 again 
vell before the end of year 
when they, too, ran out of steam 
as the cleaning-up caught up with 
them. 

Foods had their day in the 
limelight along with stores stocks, 
foods, bowling issues, drugs and 
photo items as investment de- 
mand rotated through the likely 
groups. 

Oils were laggard more or less 
throughout the year with the ex- 
ception of some of the merger 
items such as Honolulu Oil which 
sold out its assets and was de- 
listed as it liquidated before the 
vear was quite complete. It won't 
be around for the final bell, con- 
sequently. 

Amerada, which had been the 
long-time post-War II favorite 
with institutional and professional 
fund managers, was one of the 
few that managed to stir up fan- 
fare at times. The interest in it 
erupted in the year’s late week. 
It nearly doubled from its 1961 
low to the high. By comparison, 
such a favorite as Standard Oil 
(New Jersey) held for the entire 
year in a range of around a dozen 
points and Socony’s 1961 range 
was only a bit wider. 

Rails were laggard throughout 
but that has been their role for 
several years now. The last show 
of popularity for them dates back 
to 1956 when, by most of the rail 
averages around, they had a 
fling that for a time looked like 
they were getting in position to 
better their 1929 peak which the 
industrial section had done far 
earlier. But they never carried 
through to the peak level and 
have been drab ever since. 


The Unilever Dilemma 


The unusual item in the year’s 
late trading was the twin-issue 
Unilever. Shares of both Uni- 
lever, Ltd., the British company, 
and Unilever, N. V., the Dutch 
sister-company were admitted to 
trading on Dec. 12 and at the start 
proceeded to roll up some thor- 
oughly respectable volume fig- 
ures. In less than two weeks the 
British shares’ turnover was 
nudging the two-million line 
which is good work for some is- 


sues for an entire year. Trading 
in the Dutch shares was far 
slower but they gave volume a 


full measure of support in head- 
ing for the half million turnover 
mark by the year’s end. 

After the initial play—the Brit- 
ish shares’ first four days of trad- 
ing accounted for better than 1! 
million of their volume—the ex- 
citement died down and the wide 


price swings were gone as they 
settled down to more mundane 
trading. 


Poth issues had their followers 
and it was largely a case of de- 
bating the relative merits of one 
of the two. Many of the market 
students had expected the Dutch 
shares to be the trading favorites 
since the dividends from this half 
of what is basically a single op- 
eration are not taxed at the heavy 
British rate which is 38.75%. 

But analyzing the two com- 
panies isn’t quite that simple. For 
a high-bracket American investor 
the British shares offer a measure 
of tax relief for the withheld tax 
and a lower tax liability on the 
smaller payment from the British 
half. Then the tax withholding 
affects the dividend yield which 
for the British shares is a below- 
average 1.5% while that on the 
Dutch shares runs 2.2%. 


Some of the popularity for the 
British shares also stemmed from 


their lower market price since the 
analysts had pretty much con- 
cluded that the market price for 


the British shares should run 
about 6/10ths of that for the 
Dutch shares. And there were 


times when the British ones were 
available for almost half as much 
as the Dutch ones, to add to their 
popularity as the “undervalued” 
ones in this twin operation. 


[The views expressed in this article 
do not necessarily at any time coin- 
cide with those of the “Chronicle.” 
They are presented as those of the 
author only. | 


Harriman Ripley 
Names Officials 


Harriman Ripley & Co. Incorpo- 
rated, 63 Wall Street, New York 
City, underwriters and distrib- 
utors of investment securities, has 





James M. O’Neil 


Philip W. Carow, Jr. 


announced the election of Philip 
W. Carow, Jr. as a Vice-President, 
James M. O’Neil as Assistant 
Vice-President, and Miss Florence 
T. Bush, as Assistant Secretary, 
the first woman officer in the 
history of the firm. 

Mr. Carow has been a mem- 
ber of the company’s sales organ- 
ization since October, 1945 and 
was recently named head of the 
Syndicate Department. 

Mr. O’Neil has been a member 
of the Buying Department since 
1956. 


Miss Bush joined Harriman 
Ripley & Co. Incorporated in 
August, 1944 and is a member of 
the Personnel Division. 


Oz Publishing 
Stock Offered 


Laren Co., 26 Broadway, New 
York City, and associates are of- 
fering publicly 140,000 common 
shares of Oz Publishing Corp., at 
$3 per share. Net proceeds will be 
used by the company for the pay- 
ment of debt, purchase of auto- 
mation equipment, modernization 
of shipping facilities, addition of a 
new greeting card line and for 
working capital. 


The company of 156 Fifth Ave., 
N. Y., is engaged in the design, 
production and sale of contem- 
porary and conventional greeting 
cards. Authorized stock consists of 
700,000 20¢ par common shares, 
of which 540,000 will be outstand- 
ing upon the completion of this 
financing. 


Montgomery Savs. Center 


SAN FRANCISCO, -Calif. — 
Montgomery Savings Center has 
been formed with offices at 117 
Montgomery Street to engage in a 
securities business. Officers are 
Joseph B. Morris, President; 
James L. Brown, Vice-President; 
and C. A. Morris, Secretary- 
Treasurer. 


Joins Mason Brothers 
(Special to THE FINANCIAL CHRONICLE) 


OAKLAND, Calif.—John F. Dolan 
has joined the staff of Mason 
Bros., First Western Building, 
members of the Pacific Coast 
Stock Exchange. He was formerly 
was Francis I. du Pont & Co. and 
Harris, Upham & Co. 
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THE CONNECTICUT GEN’L-AETNA INSURANCE AFFILIATION 


On Jan. 3, stockholders of the 
Connecticut General Life Insur- 
ance Company will vote at a 
special meeting to approve or 
disapprove an exchange of shares 
plan with Aetna Insurance Com- 
pany. The expected affirmative 
vote of the stockholders will be 
another major step in Connecti- 
cut’s General’s long endeavor to 
affiliate its life operations with 
those of a fire and casualty insur- 
ance organization. The final step 
will be the acceptance of the ex- 
change offer by holders of at 
least 80% of the Aetna Insurance 
stock prior to Feb. 5, 1962. 

Connecticut General first at- 
tempted to acquire a controlling 
interest in a fire and casualty 
insurance company in 1955 but 
its proposed affiliation with Na- 
tional Fire Insurance Company 
was blocked by the New York 
Department of Insurance, which 
threatened not to renew Connecti- 
cut General’s license in that state. 
The denial was based upon the 
New York insurance laws on the 
grounds that the merger would 
be in violation of investment reg- 
ulations as well as violating the 
state law by putting a life insur- 
ance company in the position of 
actively engaging in the fire and 
casualty business. Out-of-state 
life companies must comply in 
substance with the New York in- 
surance laws in order to be per- 
mitted to write business there. 

Connecticut General, because of 
the importance of the State of 
New York to its life insurance 
operations, decided to drop its 
proposed affiliation with National 
Fire, which has since gone under 
the control of Continental Casu- 
alty. However, the company con- 
tinued its battle in the courts with 
little apparent success. Both the 
State Supreme Court and the Ap- 
pellate Division of the Supreme 
Court ruled with the State Super- 
intendent of Insurance against 
the proposal of permitting an 
out-of-state life insurance com- 
pany to acquire a controlling in- 
terest in a fire and casualty com- 
pany. This negative view was 
also shared by the State Attorney 
General. 

Therefore, it was somewhat of 
a surprise when on June 1, 1961 
the New York Court of Appeals, 
the highest court in the state, on 
a 4-3 basis reversed the findings 
of the lower courts in ruling that 
an out-of-state life company could 
acquire a controlling interest in a 
fire and casualty insurance com- 
pany without endangering its 
right to do business in New York. 

It now appears that the way is 
cleared for Connecticut General 
to reach its long-sought goal. On 
Dec. 15, Insurance Commissioner 
Premo of Connecticut approved 
the proposal for the exchange of 
stock with Aetna Insurance. It is 
unlikely that any future action 
will prevent or disrupt the affilia- 
tion. The proposal appears to be 
safe from state or Federal anti- 
trust action or preventive legis- 
lation in New York State, par- 
ticularly in view of the Aetna 
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Life and Travelers licensed 
insurance activities in the state 
for a number of years. 

The Connecticut General-Aetna 
Life affiliation appears to be a 
favorable one. Both companies 
have established reputations in 
their particular fields and asso- 
ciation will permit them to pro- 
vide complete insurance protection 
to their policy holders. The af- 
filiation should improve the com- 
petitive positions of both compa- 
nies in providing the necessary 
flexibility to meet changing 
market conditions in the insur- 
ance field. This is particularly 
true in the areas of package 
policies and the continuing trend 
towards “one-stop buying” of 
insurance which has broadened 
from the supermarket concept 
into so many fields. 

The terms of the exchange are 
described by Commissioner Premo 
as “fair and reasonable.” Con- 
necticut General will exchange 
1.2 shares of its $5 par capital 
stock, after the present $10 par 
value stock is split two-for-one, 
for each share of capital stock of 
Aetna. The exchange ratio was 
arrived at by negotiation between 
the Directors and principal of- 
ficers of the two companies on 
the basis of reflecting considera- 
tion of underwriting results, in- 
vestments, capital funds, earning 
power, net asset values, reserves, 
past growth and future prospects, 
market prices of the two stocks, 
current dividend rates and the 
benefits to be dervied from the 
association. Aetna will continue 
to operate as a separate company 
after the proposed exchange. 

The Board of Directors of Con- 
necticut General has voted a 20 
cents quarterly dividend to be 
paid in April 1962. This reflects 
an increase in the company’s 
dividend rate adjusting for the 
proposed 2-1 split. Aetna Insur- 
ance stockholders will thus re- 
ceive an annual dividend of 96 
cents as compared with the $3 
paid by the company in 1961. 
While the reduction in dividend 
income may be a material dis- 
advantage to the merger in cer- 
tain casis, it is believed to be 
adequately compensated for by 
the sharp rise in market value of 
the Aetna stock after the news of 
the proposed merger was released 
and the advantages to be obtained 
by Aetna’s affiliation with a 
strong life insurance organization. 

The Connecticut Generai-Aetna 
Insurance affiliation is obviously 
a major step in the trend within 
the insurance industry to “all- 
line underwriting.” The past "e 
o 


years have seen a number 
major fire and casualty groups 
entering the life field either 


through acquisition or the forma- 
tion of their own life insurance 
organization. Now the competi- 
tive pressure is likely to be put 
on the fire and casualty under- 
writers as more life insurance 
concerns enter their field. 
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MUTUAL FUNDS 


BY JOSEPH C. POTTER 











New Year’s Resolutions 


In this hour of feverish crystal- 
bail activity, which is supposed to 
reveal all for the year, or even 
the decade, ahead, it takes little 
clairvoyance to envisage market- 
place dabblers reaching in 1962 
for new hot issues that swiftly 
turn cold, acting on rumors that 
have no basis in fact and invest- 
ing, then investigating. 

Right now, these folks, like 
people everywhere, are busy 
making New Year’s resolutions. 
But marketplace dabblers, again 
like people everywhere, tend to 
forget or forego promises to them- 
selves along about the second 
week in January, or even earlier, 
usually at recurring cost in 
mental anguish and hard-earned 
money. 

The prom:ses that people, in 
and out of Wall Street, are more 
likely to keep are those made to 
others. A mutual fund man made 
one the other day and it is to 
be hoped that not only he will 
keep his promise, but that others 
will be encouraged to adopt the 
underlying philosophy. Said Mur- 
ray Aronson, Vice-President of 
the new Cambridge Growth Fund 
and its sponsor, Cambridge Fi- 
nancial Corp.: 

“One of the things we promised 
ourselves when we started Cam- 
bridge Grewth Fund was to be 
completely frank about share re- 
demptions. We intend to tell both 


our shareheélders and'the general 
public about them at the end of 
each reporting period.” 

As Mr. Aronson sees it, the re- 
demption ratio is a subject many 
fund underwriters prefer not to 
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mention, even when it is “gratify- 
ingly low.” People just don’t like 
to emphasize the negative. 

“Consistently low redemptions 
can be as revealing as consist- 
ently high share purchases of suc- 
cessful mutual fund salesman- 
ship,” Mr. Murray comments. 
“Substantial sales figures indicate 
that a fund has either broad dis- 
tribution, particularly astute sales 
representation, or both. Low re- 
demptions suggest that the same 
fund is being sold responsibly as 
well. They mean that most of its 
shareholders have been thorough- 
ly inculcated with the idea that 
mutual funds are long-term in- 
vestments, that the performance 
figures of any given quarter are 
by no means indicative of future 
prospects.” 

Properly sold, as Murray says, 
investors are not likely to sur- 
render fund holdings before at- 
taining their objectives, unless 
the fund itself fails to measure up. 

He advances an interesting 
view: A fund can be victimized 
by high redemptions as an indi- 
rect result of its own interim in- 


vestment success, Murray ex- 
plains: 

“What happens is that, either 
through fauity salesmanship or 
general misunderstanding, pro- 
spective investors get the idea 


that the fund is a ‘hot issue.’ They 
lose sight of the traditionally 
long-term nature of fund invest- 
ing.” : 

The disenchanted can be quick 
to redeem their shares. Murray 
says that to sell any fund as a 
“hot stock” is to engage in “un- 
witting misrepresentation.” And 
that’s about the nicest thing you 
can say of such a fund representa- 
tive. 

Redemptions, as he points out, 
often are prompted by the fact 
that the stcckholder has indeed 
satisfied his investment objective 
—college for the youngster, re- 
tirement for himself. He adds: 


“Redemptions made for such 
reasons are eminently valid and 
very positive, rather than nega- 
tive, in their motivation. The re- 
deeming fund should be proud of 
them since they clearly indicate 
the fund has done a good job of 
helping the investor achieve his 
investment goals.” 


For this reason, he suggests, 
many funds are missing “a golden 
opportunity” by treating such 
action as if it didn’t exist or by 
burying the fact in small print 
somewhere in the financial- state- 
ment. As for his fund, he prom- 
ises to give redemptions “their 
rightful place in our reports.” He 
also intends, periodically, to 
analyze for shareholders why re- 
demptions were “especially high 
or unusually low.” 

As everyone who writes or 
reads financial news or analysis 
knows only to well, the general 
public has a terrible time with 
such things as the balance sheet, 
the income accounts and other 
material that go into a report. 
It is an established fact that peo- 
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ple will throw tre thing away 
unless the report is reaaable to 
lay folks even entertaining. 


Major corporations learned this 
long ago, which helps to explain 
why reports to stockholders 
nowadays are slick jobs cone by 
public relations-minded people, 
who don’t overlok the pertinent 
facts either. 

Mutual fund reporting has come 
a long way in the last few years, 
but there is still no dearth of 
companies which make it difficult 
for the public to get the facts. 
Murray Aronson has totched on 
only one phase of a problem that 
lends itself to an easy solution. 


The Funds Report 


Carriers. & General Corp. an- 
nounced that over 89% of assets 
at Nov. 30 were in common 
stocks, with the largest commit- 
ments in utilities, chemicals, 
drugs and petroleum issues. 


Cash sales of $1,305,861 for No- 
vember, top sales of any No- 
vember in Imperial Financial 
Services, Inc.’s 12-year history, 
Albert M. Sheldon Jr., IFSI Presi- 
dent, announced. 

Comparing month - by - month 
sales for the past several years, 
Sheldon said that sales for No- 
vember, 1961, exceed November, 
1960, sales by $125,847. 

Imperial Financial Services 
Inc.’s total cash sales from Janu- 
ary through November, 1961, 
were $14,024,739, an increase of 
86% over the same 11-month pe- 
riod in 1960 when they were $7,- 
552,188. 


Total sales of $181,442,020 pro- 
duced in the six weeks from Oct. 
20 to Dec. 12, by Investers Diver- 
sified Services’. national | sales 
force topped all previous records 
achieved during the annual au- 
tumn sales campaign, and passed 
by $44,442,000 this year’s national 
goal of $137,000,000. Last year’s 
campaign produced total sales of 
$141,904,657. 


Gross dollar voiume in cash 
sales of shares in the five mutual 
funds for which IDS provides in- 
vestment services, amounted to 
$65,254,373 for the six weeks, a 
gain of more than $28% million 
over comparable sales last year. 
The maturity value of the ISA 
face amount investment certif- 
icates sold during the campaign 
totaled $51,312,170. 

Insurance sold by Investors 
Syndicate Life Instrance & An- 
nuity Co., a subsidiary of IDS, 
totaled $64,875,477, up $17,198,110 
over sales of policies in the 1960 
autumn campaign. 


Keystone Low-Priced Bank Fund 
B-3 and Keystone Lower-Priced 
Common Stock Fund S-4 have 
declared regular distributions 
from Net Investment Income of 46 
cents and four cents, respectively. 
Both distributions are payable on 
Jan. 15 to holders of record Dec. 
ai. 


Nueleonics, Chemistry & Electron- 
fes Shares, one of the Templeton, 
Damroth group of mutual funds, 
reported record sales for its fiscal 
year, ended Nov. 30, 1961. Plan 
and share sales for the period 
amounted to $18,337,500 for a 39% 
increase over the preceding year 
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Future Price of Silver 
Once Demonetization Occurs 


Commentator concurs with President Kennedy’s proposal to demone- 
tize silver. He finds its usefullness compared to gold for monetary 
purposes does not warrant even its status as bi-meatallic backing for 
our currency. Mr. Shuli predicts the Treasury will not be in the 
market for silver bullion for many years, and avers it is entirely 
conceivable that the time may not be far off when producers wiil 
regard 91c per ounce of silver as an attractive price. 


Editor. Commercial and Financial 
Chronicle: 
An interesting development cur- 
rently in the news is the report 
thet the Kennedy administration 
plans to discontinue the practice 
of backing 
our smaller 
denominations 
of paper 
money with 
silver, and re- 
place all of 


those “Silver 
Certificates” 
with. Federal 
Reserve Notes. 
Also, accord- 
ing to the re- 
port, the 


Treasury has 
suspended any 
further sales 
of silver from 
its reserves, which it had been 
doing over the years at the Fed- 
erally pegged price of 91 cents an 
ounce. This action on the part 
of the Government immediately 
resulted in a quick rise in the 
market price of silver, carrying i 
to a high of about $1.00 an ounce 
before the market quieted down. 
{| Ed. Note: Prices stayed at $1.04%4 
during the week of December 20, 
1961. ] 


It appears that the 9l¢ price 
set by the Government has been 
regarded as too low by the silver 
producers, resulting in their with- 
holding their silver from the mar- 
ket and increased demands on the 
Government for supplies from its 
reserves. According to the press 
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and largest annual sales in its 
history. 

William G. Damroth, T.D. Pres- 
ident, saw in the sales increase 
“an expression of confidence on 
the part of middle-income fam- 
ilies in the future growth and 
prosperity of the country espe- 
cially in the scientific industries. 
That is because most of the gain 
was recorded in sales of contract- 
ual plans to men and women will- 
ing and. able to pledge a portion 
of their earnings monthly for 
investment in a_ professionally- 
managed, diversified list of sci- 
ence-oriented companies.” 


Texas Fund reports it has reached 


“a major milestone” with net 
assets passing the $50,000,000 
mark. It also announced that as- 


sets per share rose from $11.73 on 
Aug. 31 to $12.65 on Nov. 30. 


Vance, Sanders & Co., Inc. in- 
creased its sales and earnings for 
the fiscal year ending Oct. 31, the 
Boston-based company reported. 
Total sales of the five mutual 
funds offered to the public under 
Vance, Sanders sponsorship 
amounted to $193,788,050 for the 
fiscal year. This compares with 
sales of $176,236,065 last year and 
represents an increase of 10%. 
Net income after taxes and all 
charges amounted to $1,024,508, 
equal to $1.21 a share. This rep- 
resents an increase of 48% over 
the per share earnings figure of 
81 cents a year ago on net income 
of $651,885. The increase allowed 
the firm’s directors to declare an 
extra dividend of 25 cents per 
share in addition to the regular 
dividend of 70 cents per share. 


report the mining interests fee) 
that “silver belongs in back of 
paper currency because it in- 
creases the money’s value.” That 
view is open to question, and wil! 
be dealt with later herein. 


Sees No Need for Bi-Metallic 
Backing 


On the other hand it is stated 
that Treasury officials feel that 
silver has become more of a meta! 
commodity, and should take its 
place as such along with copper, 
lead and the other common metals 
This would appear to be a reason- 
able view on the part of the Treas- 
ury officials; for there is no need 
for bi-metallic backing for ou 
currency—all we need is a prop- 
erly functioning gold standard. an 
that will perform the service bet- 
ter and more acequately than sil- 
ver. We need a gold standard 
whereby the Government guaran- 
tees that every dollar of our cur- 
rency — whether it be silver 
copper and nickel coins, or pape! 
money — shall carry a value ol 
1/35th of a fine ounce of gold 
per dollar, and so maintained by 
the restoration of the sound prin- 
ciple of redeemability, on demand 
of all types of currency at that 
fixed value. Following are facts 
to keep in mind: 

There are 371.25 grains of pur: 
silver in our Silver Dollar; and, 
since there are 480 grains pe! 
troy ounce, it becomes apparent 
that even at $1.00 per ounce fo! 
silver there is only 77.3¢ worth 
of silver in a Silver Dollar. But 
since a silver dollar represents a 
value of one dollar in our cur- 
rency system, the 371.25 grains 
of silver needed to coin a Silve! 
Dellar thereby takes on the valu 
of 480 grains of silver bullion 
thus resulting in a value of $1.29 
for one ounce of silver in the form 
of silver coin. The interrelation- 
ship of gold to silver, therefore. 
becomes 27 to 1, as against the 
well-known 16 to 1. relationship 
that existed from 1837 to 1933. To 
illustrate the point, $35 per ounce 


for gold, divided by $1.29 pe! 
ounce for silver, results in the 
quotient of approximately 27 
And since the market price 0! 
silver would need to rise abovs 
$1.29 an ounce in order to be 
equivalent to the value of one 
gold dollar, and since there is 
little likelihood that silver wil! 


ever closely approach that level. 
it cannot be sustained that “silve! 
belongs in back of paper currency 
because it increases the money s 
value.” 

With the Treasury’s discon- 
tinuing the sale of silver, and 
utilizing its current sizable stock- 
pile of silver for replenishing its 
needs for silver coinage, it is un- 
likely that the Treasury will be 
in the market for silver bullion 
for many years. Therefore the 
silver producers will have to loo 
chiefly to the industrial users 0! 
silver as a market for this metal 
the same as is true of users 
lead, zinc, aluminum and the like 
And it is entirely conceivable tha! 
the time may not be far off whe! 
silver producers will regard th 
old 91¢ per ounce as an attractiv‘ 
price for their product. 
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Daniel P. Davison, Roderick M. 
MacDougall, Edgerton G. North, 
Jr, and Gilbert W. Workman 
have been elected Vice-Presi- 
dents of Morgan Guaranty Trust 
Company of New York, it was an- 
nounced Dec. 26 by Henry C. 
Alexander, Chairman of the 
Board. All were formerly Assist- 
ant Vice-Presidents. 

Mr. Davison, assigned to the 
general banking division, joined 
J. P. Morgan & Co. Incorporated 
in 1955. He became Secretary of 
the Morgan Bank in 1957 and 
held that position in Morgan 
Guaranty until his assignment to 
general banking as an Assistant 
Vice-President in September of 
this year. 

Mr. MacDougall, also in general 
banking, joined Guaranty Trust 
Company of New York in 1951 
and became an Assistant Vice- 
President in 1958. Mr. North, as- 
signed to the corporate research 
division, was employed by Morgan 
in 1950 and became an Assistant 
Vice-President in 1958. 


Mr. Workman is in the bank’s 
“City” office in London, where he 
was employed by Guaranty Trust 
in 1929. He has been an Assist- 
ant Vice-President since 1959. 


Election of six Assistant Vice- 
Presidents also was announced. 
They are Jacob M. Cath, Williain 
E. Herrlich, Richard- A. M. C: 
Johnson, Charles E. Phillips, all 
in the corporate research division; 
William E. EHson and John G. 
Thompson, in the municipal bond 
department. 

William F. Downey, William F. 
Enos, Hans C. Vitzthum, and Don- 
ald D. Wrisley were elected 
Assistant Treasurers in the ín- 
ternational banking division. Rob- 
ert Y. Garrett, William H. Mil- 
ler, and Russell S. Reynolds, Jr., 
were elected Assistant Treasurers 
in general banking. Louis R. Mo- 
dave was elected an Assistant 
Secretary in the Brussels office, 
and Arthur N. Thorne an Assist- 
ant Secretary in London. 

* * i 

First National City Bank, New 
York, announced the appoint- 
ment of John E. Thilly and 
Alfred M. Vinton as Senior Vice- 
Presidents. Mr. Thilly is in charge 
of staff administration for the 
bank’s Metropolitan Division and 
Mr. Vinton supervises the bank’s 
activities in the East-Caribbean 
area. Both were formerly Vice- 
Presidents. 

Appointed as Vice-Presidents 
were: Alfred W. Ambs, National 


Division; Waldon J. Hennessy, 
Automation Planning; DeWitt 
Hornor, Bond Administration; 


Homer C. Lathrop, Jr., National 
Division; Donald M. Lovett, Met- 
ropolitan Division; Harold M. 


Mills, Metropolitan Division; 
John J. Reynolds, Personal 
Credit Department; Leslie C. 


Riggs, Personnel Administration; 
Gerald E. Sherrod, National Di- 
vision: Charles O. Stapley, Na- 
tional Division. All were for- 
merly Assistant Vice-Presidents. 

George Thiel was apopinted 
Resident Vice-President and con- 
tinues in charge of the bank’s 
Paris office. He was formerly 
Manager. i l 
John P. Landolt, John B. Mall and 
Allan R. Trimmer have been ap- 
pointed Assistant Secretaries of 
Chemical Bank New York Trust 
Company, New York, Chairman 
Harold H. Helm announced Dec. 
27, 1961. 

* * x 

Irving Trust Company, New York, 
announces the promotion of Alex- 
ander S. Cunningham and Louis 
L. Seaman from Assistant Vice- 
President to Vice-President. 


Both men are engaged in lend- 
ing and business development 


activities in the bank’s branch of-. 


fices. Mr. Cunningham is at the 
39th Street and Madison Avenue 
office and Mr. Seaman at the 42nd 
Street and Park Avenue office. 


At the same time the following 
were appointed Assistant Vice- 
Presidents: Paul D. Bordwell, 
William H. Cowie, Jr., Thomas E. 
Darrow, David J. Dowd, John W. 
Downey, Arthur E. Fuller, Rob- 
ert G. Hildreth, Jr., Donald E. 
Lee, Arthur V. C. Marshall, Jon 
J. McFadden, John C. Sutherland 
and Robert T. Williams. 


Thomas J. Cahill has been pro- 
moted to Vice-President of the 
Chase Manhattan Bank, New 
York, David Rockefeller, Presi- 
dent, announced yesterday. Mr. 
Cahill, who joined the bank in 
1928, is in the corporate securities 
order division of the investments 
and financial planning depart- 
ment. Apopinted an Assistant 
Treasurer in 1947, he was pro- 
moted to Assistant Vice-President 
in 1952. 


The bank also announced the 
promotion to Assistant Vice-Pres- 
ident of Gordon F. Ahalt, William 
G. Gridley, Jr., Kenneth T. Hoeck, 
Jr., and Mahlendorff Howitt, all 
in the United States department, 
and of Leo S. Martinuzzi, Jr., in- 
ternational department, 


Named Assistant. Treasurers 
were William R. Hinchman, Jr., 
Donald K. Miller, and David F. 
Springsteen, of the United States 
department. Donald A. Baldyga 
was appointed Accounting Officer 
and John D. Emerson, Petroleum 
Economist. 

i zi K 
Landon K. Thorne, Jr., has been 
elected Vice-President of Bank- 
ers Trust Company, New York 
and has also been named Man- 
aging Director of the bank’s two 
overseas investment companies: 
Bankers International Corpora- 
tion and Bankers International 
Financing Company, Inc. The an- 
nouncement was made Dec. 27 
by William H. Moore, Chairman 
of the Board. 

* k * 
The Emigrant Industrial Savings 
Bank, New York, has announced 
the appointment of Robert A. 
Gay as a Director. 

ik zk k 
The West Side Savings Bank, New 
York, announced Dec. 20 the elec- 
tion of Edward Maher as a Di- 
rector. 

ok a 
Frederick J. Freese has been elec- 
ted Senior Vice-President of the 
Bronx Savings Bank, Bronx, 
N. Y., it was announced Dec. 20 
Mr. Freese, presently a Vice- 
President of the Chase Manhattan 
Rank, New York, will assume his 
new position on Jan. 1. He suc- 
ceeds Owen A. Locke, who will 
retire after 25 years with the 
bank. 

3x $ x 
James MacGeorge, an Assistant 
Vice-President of The Dime Sav- 
ings Bank of Brooklyn, N. Y. and 
Manager of its Bensonhurst 
branch office, Dec. 26 observed 
the 35th anniversary of his em- 
ployment by the bank. 

Starting as a signature clerk on 
Dec. 26, 1926, Mr. MacGeorge has 
moved up steadily through vari- 
ous positions in The Dime’s main 
office and its Bensonhurst branch. 

He became chief clerk in the 
main office in downtown Brook- 
lyn in 1950 and served as chief 
supervisor there from 1952 to 1955 
when he was appointed Assistant 
Manager of the Bensonhurst of- 
fice. 

On June 23, 1959, he attained 


officer rank when he was named 
an Assistant Secretary and pro- 
moted to the post of Manager of 
the Bensonhurst branch. On 
March 18, 1969, Mr. MacGeorge 
was elected as Assistant Vice- 
President of the bank while con- 
tinuing as Bensonhurst Manager. 
tk 3K ak 

The Dime Savings Bank of 
Brooklyn, N. Y., Dec. 20, an- 
nounced the election of Jo- 
seph T. Sharkey as Chairman and 
Ray W. Kline, as President. 


Mr. Kline, a Trustee of the 
bank for the last 10 years, will 
succeed Theodore A. Maimberg, 
who is retiring as President after 
a 40-year association with the 
bank. 

x $ % 

Paul F. Ely was elected President 
of the Brooklyn Savings Bank, 
Brooklyn, N. Y., succeeding 
George J. Bender, who resigned. 
My. Ely is a Vice-President of 
Manufacturers Hanover Trust Co., 
New York, from which he has re- 
signed. 

Mr. Bender, 55 years old, joined 
the bank in 1945 and has been a 
Trustee since 1953 and President 
since 1957. 

k k H 
Paul W. Connelly, President, Ful- 
ton Savings Bank, Kings County, 
Brooklyn, N. Y., announced the 
promotion of Timothy A. Murphy 
from Assistant Secretary to As- 
sistant Vice President. 

Mr.. Murphy, who joined the 
bank in 1934, has been associated 
with mortgage operations. 


Thomas H. Quinn has been named 
Vice-Chairman of the Board of 
the Valley National Bank of Long 
Isłand, Valley Stream, N. ¥. and 
Joseph P. Enright has been elec- 
ted Administrative Vice-Presi- 
dent, and Nelson C. Osborn, Jr., 
has been elected a Senior Vice- 
President. 
Troy J. Baydala has been elected 
a Vice-President of the Franklin 
National Bank, Franklin Square, 
New York. 

Eg $ z 
The Board of Directors of the 
State Street Bank and Trust Com- 
pany, Boston, Mass., promoted 
Edward P. Roberts and Henry C. 
Schultz, Jr. to Vice-Presidents. 
W. Myron Weed, President of the 
Citizens’ Savings Bank, Stamford, 
Conn. died Dec. 21 at the age of 
70. 

Mr. Weed joined the bank in 
1916 as a bookkeeper-teller and 
rose to the Presidency in 1949. He 
was also a Director of the Fair- 
field County Trust Company. 


S. Lawrence Hedges has been 
elected a Vice - President of the 
First New Haven National Bank, 
New Haven, Conn. 

Edward Groth, 78, President of 
the Commercial Trust Co. of New 
Jersey, Jersey, City, N. J., until 
his retirement in 1959, died Dec. 
Pe, 

Mr. Groth had served the Com- 
rnercial Trust Co. in various posts 
since 1902. 

K K x 
The National State Bank of 
Newark, N. J. announced Dec. 22 
the appointment of three new 
Vice-Presidents. They are: Carmen 
R. DeSantis; D. Kenneth Sias and 
George W. Pultz. 

ok x * 
John C. Barbour, Chairman and 
chief Executive Officer of the 
New Jersey Bank and Trust Com- 
pany, Passaic, N. J. announced 
Dec. 22 that he will retire next 
Jan. 18. Norman Brassler and Ed- 
ward H. Roden, now Executive 
Vice-Presidents, have been elect- 
ed Chairman and President, re- 
spectively. 

w * a 
William G. Foulke, 49, Executive 
Vice-President of the Provident 


Tradesmens Bank and Trust Com- 


pany of Philadelphia, Pa. was 
elected to the Board of Directors. 
The Wilmington Trust Co., Wil- 
mington, Del. elected H. Franklin 
Baker, Charles E. Bichy and 
Henry van der Goes Vice-Presi- 
dents. 

k k st 
State-Planters Bank of Commerce 
& Trusts, Richmond, Va. elected 
Rawley F. Daniel a Vice-Presi- 
dent, of marketing division; suc- 
ceeding Charles E. Moore, Jr.. 
who returns to commercial lend- 
ing and customer service at the 
main office. 

i $ * 
Comptroller of the Currency 
James J. Saxon, Dec. 19, declared 
The First National Bank of Maud, 
Maud, Okla., insolvent and ap- 
pointed the Federal Deposit In- 
surance Corporation as Receiver. 
This action was taken due to the 
disclosure, during an examination, 
of apparent irregularities in suf- 
ficient amount to render the in- 
stitution insolvent. The deposits 
of the bank are insured by the 
Federal Deposit Insurance Cor- 
poration to a maximum of $10,- 
000 for each depositor. 


First American National Bank, 
Nashville, Tenn. elected Howell 
H. Campbell, Jr., and Franklin 
M. Jarman, Directors. 


Albert Harrington Cox, Jr., has 
been elected an Assistant Vice- 
President of the Republic National 
Bank of Dallas, Texas and will 
serve the Bank as associate econ- 
omist. 


ý: 


John N. Hunt has been elected 


Senior Vice-President of the 
Texas National Bank, Houston, 
Texas. 


Formal recommendation by the 
Board of Directors of First City 
National Bank, Houston, Texas to 
the. stockholders to increase capi- 
tal and surplus accounts of the 
Bank by $2,500,000 each was voted 
Dec. 21. 

Stockholders will consider the 
recommendations and vote on 
them at the stockholders’ meeting 
of Jan. 16. 

According to J. A. Elkins, Sr., 
Senior Chairman of the Board, 
the capital will be increased from 
$27,500,000 to $30,000,000 by the 
distribution of 250,000 shares to 
present shareholders, subject to 
approval at the annual meeting of 
stockholders Jan. 16. 


At the same time, the surplus 
account will be increased from 
$27,500,000 to $30,000,000 by trans- 
ferring $2,500,000 from undivided 
profits. 

k k 
United California Bank, San Fran- 
cisco, Calif. elected Dwight M. 
Cochran a Director. 


Union Bank, Los Angeles, Calif. 
has announced the appointment of 
H. Warner Griggs, as Vice-Presi- 
dent in charge of correspondent 
bank relations. 

Mr. Griggs formerly held the 
post of Vice-President at North- 
ern City National Bank, and 
Duluth National Bank, both in 
Duluth, Minn. 

Po k af 
Plans to merge the Dallas City 
Bank, Dallas, Ore. with the Firsi 
National Bank of Oregon, Port- 
land, Ore., were announced Dec. 
21 by Ralph J. Voss, First Na- 
tional Bank President, and Ralph 
E. Williams, President of the 
Dallas bank. 

The proposed merger is subject 
to the approval of the Comp- 
troller of the Currency in Wash- 
ington, D. C., and shareholders of 


each bank. 

The Dallas bank listed deposit 
figures of $5,102,496 and resources 
of $5,548,718 in its Sept. 27, re- 
port to the comptroller. 

First National reported deposits 
of  $895,752,179 and resources 
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amounting to $1,005,662,031 in the 
bank’s Sept. 27, report. 


Adolph D. Schmidt, Jr., has been 
elected a Director of the Seattle- 
First National Bank, Seatile, 
Wash. 

x ok a 
The Canadian Imperial Bank of 
Commerce, Toronto, Canada an- 
nounced the appointment of Basil 
E. Langfeldt as Assistant General 
Manager at the Bank’s regional 
office in Calgary, Alberta. 

$ $ + 
The Bank of Bermuda, Ltd., Ham- 
ilton, Bermuda, has appointed 
Jason Gould as its representative 
in North America. His headquar- 
ters will be in New York. 


The election of Dr. Samuel 
Schweizer as Chairman of the 
Board and Chief Executive Of- 
ficer of Swiss Bank Corporation, 
Basle, Switzerland, with an Amer- 
ican agency at 15 Nassau Street, 
N. Y. C., was announced Dec. 20. 
He succeeds the late Dr. Rodolphe 
Speich. 

Dr. Schweizer became an of- 
ficer in 1934. He rose through the 
ranks, was named Manager of the 
bank’s Basle office, and was 
elected as a member of the Gen- 
eral Management of the bank in 
1952. 

Announcement also was made 
of the election of Dr. Edgar F. 
Paltzer, agent for the bank at 
the New York office, and Theo- 
dore E. Seiler, the bank’s Resident 
Representative in South America, 
to the General Management with 
headquarters in Basle. Dr. Palt- 
zer’s experience in banking cov- 
ers Basle and London from 1928 
through '’1938, and from July, 1939 
he has served Swiss Bank in New 
York in various capacities, being 
named agent of the New York of- 
fice in 1947. 


Mr. Seiler had been head- 
quartered in New York for almost 
six years and in 1953 he became 
the bank’s Resident Representa- 
tive in South America. He estab- 
lished and has supervised 
branches in Rio de Janeiro and 
Sao Paulo, Brazil; Lima, Peru, 
and Buenos Aires, Argentina. 


Named Director 


Component Specialties, Inc. has 
announced the election of Israel 
Rubinstein to 
the Board of 
Directors of 
the company. 
Mr. Rubin- 
stein is Vice- 
President of 
Fund Plan- 
ning, Inc. 

Com ponent 
Specialties is 
engaged in the 
large scale 
importation 
and distribu- 
tion of elec- 
tronic compo- 
nents which 
are sold to manufacturers and re- 
tai! stores throughout the United 
States by the company directly 
and through jobbers. 


Hunley Joins 
Bosworth, Sullivan 


(Special to THe FINANCIAL CHRONICLE) 


DENVER, Colo.—Charles H. Hun- 
ley has become associated with 
Bosworth, Sullivan & Company, 
Inc., 660 17th Street, members of 
the New York and Midwest Stock 
Exchanges. Mr. Hunley has re- 
cently been with Currier & Carl- 
sen Incorporated. Prior thereto he 
was in the research department 
of Lowell, Murphy & Co., Inc. 





Isreal Rubinstein 


Tsolainos to Admit 


Theodore Tsolainos & Co., 44 
Wall Street, New York City, 
members of the New York Stock 
Exchange, on Jan. 1 will admit 
Victor G. Falbo to Partnership. 
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Study of Investment 


Banking Industry Underway 


Grant of $150,000 by IBA will finance project being conducted by the 
Wharton School of Finance and Commerce. IBA Research Committee, 
under Chairmanship of Ralph F. Leach, to function in a consulting 
capacity. Proposed scope and objectives of study are designed to 
make available initial authoritative data on central role played by 
securities underwriting industry in nation’s economy. 


Investment bankers of the nation 
are now in the process of provid- 
ing basic information on their in- 
dustry and on the new issue mar- 
ket for the large scale research 
program being conducted by the 
Wharton School of Finance and 
Commerce, University of Pennsyl- 
vania, under a $150,000 grant by 
the Investment Bankers Associa- 
tion of America. 


Publication of timely and sig- 
nificant findings is expected be- 
fore the end of 1962 with the is- 
suance of the first of a series of 
studies growing out of the proj- 
ect, according to a report made 
on November 28, to delegates at 
the Annual Convention by Ralph 
F. Leach, Vice President and 
Treasurer, Morgan Guaranty Trust 
Company, New York, Chairman of 
the IBA Research Committee. 


“Through the new issue market 
is channeled the major flow of 
savings by which business and in- 
dustry is financed with private 
capital,” stated George A. New- 
ton, retiring IBA President, point- 
ing out that “in spite of the cen- 
tral role this market plays in the 
nation’s economy no full scale au- 
thoritative study exists. The new 
study is intended to fill this gap.” 
Mr. Newton is a Managing Partner 
of G. H. Walker & Co., St. Louis. 

This industry analysis is espe- 
cially timely in the light of the 
recent publicity and attention 
given to the security markets by 
the financial community itself, by 
the press and by governmentai 
agencies. Over three years have 
been devoted to developing the 
scope of this project and other de- 
tails. Questionnaires for distribu- 
tion to the investment bankers 
reflect the careful and comprehen- 
sive plans made in preparation for 
the fact-gathering. 

With the exception of the U. S. 
Government security market 
(which has been studied recently 
elsewhere) the study will examine 
closely all the major sectors of the 
new issue market, including cor- 
porate, municipal and foreign se- 
curities. It will investigate the rel- 
ative importance of each type of 
security activity; characteristics 
of new issue transactions, includ- 
ing the nature of the customers 
and the size and price structure 
of the transactions; interrelation- 
ships of manager, underwriting 
groups, selling groups and issuer; 
economic structure and financial 
characteristics of the investment 
banking industry, etc. 

A central feature of the study 
will consist of a compilation of 
current information supplied by 
the investment banking industry 
which will serve as a basic factual 
background of its structure and 
operation. To collect the data, 
questionnaires are being sent to 
all members of the IBA and to a 
cross section of non-members. 

Co-Directors of the study are 
Willis J. Winn, Dean of the 
Wharton School and Professor of 
Finance, and Irwin Friend, Pro- 
fessor of Economics and Finance, 
Wharton School. Other members 
of the Wharton staff assisting with 
the project are: 


Arleigh P. Hess, Jr., Associate 
Professor of Economics. 

James R. Longstreet, Lecturer 
in Finance. 

Morris Mendelson, Associate 
Professor of Firiance. 

Ervin Miller, Associate Profes- 
sor of Finance. 


Serving as liaison between the 
Association and the Wharton proj- 
ect staff and acting in a consult- 
ing capacity, is an advisory com- 


mittee under the Chairmanship of 
Ralph F. Leach of Morgan Guar- 
anty Trust Co., New York City. 
Other members of the Committee: 
William M. Adams 
Braun, Bosworth and Company 
Detroit, Mich. 


Amyas Ames 
Kidder, Peabody and Company 
New York, N. Y. 


W. Yost Fulton 
Fulton, Reid and Company 
Cleveland, Ohio 


Murray Hanson 
Investment Bankers Association 
Washington, D. C. 


George A. Newton (Ex-officio) 
President of IBA 
G. H. Walker and Company 
St. Louis, Mo. 


Thomas M. Johnson (Ex-officio) 
Vice-President of IBA 
The Johnson, Lane, Space Cor- 
poration, Savannah, Ga. 


* x * 


Nature and Scope of 
Projected Study 


Some indications of the 
breadth and objectives of the 
study which, as previously 
noted, will be made under the 
co-direction of Messrs. Willis 
J. Winn and Irwin Friend, is 
evidenced in the following 
announcement on behalf of 
the Wharton School of Fi- 
nance and Commerce: 


It is proposed that the Wharton 
School conduct a comprehensive 
study of investment banking and 
the new issues market—an area 
in which there are glaring gaps 
in our basic information. While 
there have been several compre- 
hensive studies of the _ money 
market and of the market for out- 
standing security issues, there has 
been no corresponding study of 
the market for new issues through 
this is the basic market for the 
provision of long-term capital in 
our economy. The proposed study 
would parallel in many respects 
the earlier study of the over-the- 
counter markets in outstanding 
securities carried out by the 
Wharton School several years ago. 


The proposed study by the 
Wharton School would embrace 
every area related to the new is- 
sues market. To the extent pos- 
sible, it is intended to cover not 
only the issues of U. S. corpora- 
tions, but also foreign, U. S. Gov- 
ernment and state and local issues 
handled by domestic investment 
banking firms, and not only the 
recent period, but representative 
periods in the past. However, the 
emphasis will be on corporate and 
municipal issues and on recent 
developments. 

The methodology would be sim- 
ilar to that employed in the over- 
the-counter markets study. Large 
scale sampling techniques would 
be employed, involving the cus- 
tomary questionnaires, follow-up 
interviews, etc. The basic sam- 
ple would probably consist of 
100% coverage of the U. S. mem- 
bers of the Investment Bankers 
Association of America plus a 
representative sample of 20% of 
other firms engaged in various 
aspects of the securities business. 
It would also be desirable to 
draw small samples of issuers of 
securities and, probably, institu- 


tional purchasers. More precise 
determination of the nature of 
the samples would be made after 
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consultation with representatives 
of the I.B.A. and other interested 
parties. It is possible, indeed, that 
in order to reach the desired cov- 
erage and yet be realistic in terms 
of what might reasonably be ex- 
pected of different types and sizes 
of respondents, more than one 
variant of a given questionnaire 
may be employed. Also, while 
much of the study will require in- 
formation for more than a single 
period, it probably will be pos- 
sible to cover only one year— 
which might be 1960—in a com- 
pletely comprehensive fashion. 
This year would serve as the base 
for comparison with earlier pe- 
riods as well as for any similar 
compilations in the future. 

Questionnaire techniques would 
give us our data for the present 
and very recent past. For re- 
stricted comparisons with periods 
in the more distant past which 
are possible, we would draw 
heavily on data already available, 
e.g., in the S. E. C. materials, in 
the volumes developed for the re- 
cent anti-trust suits, etc. 


The end result would be a com- 
prehensive body of new and de- 
finitive statistical information, a 
searching, interpretive analysis of 
the data, a description of situa- 
tions not readily amenable to sta- 
tistical treatment, and an inter- 
pretative analysis of situations so 
described. 

The following indicates the in- 
tended scope of the study: 


A. Alternative Avenues for the 
Issuance of New Securities— 
An Overall View. 

Here would be treated in a 
comprehensive quantitative as 
well as qualitative manner, the 
several broad methods whereby 
new securities may be put in the 
hands of the public. First, di- 
rect public issues (i. e., sold with- 
out any use of investment bank- 
ing facilities, be it financial or 
managerial) would be examined 
and analyzed with respect to 
characteristics of issuers, issues, 
customers and transactions. We 
would be interested in such mat- 
ters as size and industry of the 
issuer, general type of securities 
and special features attaching to 
them, size and financial impor- 
tance of issues (both to the issuer 
and to financial markets), the na- 
ture of the purchasers (e.g., insti- 
tutional versus individual), size 
of transactions, method of pay- 
ment by the customer, selling 
methods of issuers and the extent 
of use of “rights” offerings. His- 
torical trends would be examined, 
although emphasis will be on the 
present. The quantitative impor- 
tance of this area would be con- 
sidered along with the reasons for 
its use and its significance for in- 
vestment banking and the future 
of securities issuance. In this 
connection stress here (and 
throughout the study) would be 
placed not only on aggregate sta- 
tistics, but also on measures 
showing the nature, extent, and 
frequency of departures from 


what might be regarded as 
“norms.” 

Direct placements would re- 
ceive careful attention, with an 


analysis, to the extent relevant, 
along lines similar to that for di- 
rect public issues. In addition, the 
role played by investment bank- 
ers would be examined. The great 
growth of non-banking financial 
institutions in this area is of spe- 
cial interest, including not only 
life insurance companies, but also 
pension funds (both private and 
public), investment companies 
and other financial organizations. 
The types of agreements made by 


each, the types of securities in 
which each is interested, and the 
implications of all this for cor- 
poration (and public) finance and 
investment banking would be 
considered. Quantitatively at 
least, term loans will be consid- 
ered as a form of direct placement 
for the purposes of this analysis. 


Main Area of Interest 

Turning now to our principal 
area of interest, new public issues 
sold with the use of the financial 
and/or managerial services of the 
investment banking industry, we 
would initially make an over-all 
survey of investment banking, 
including a brief history of the 
industry in the U. S. with em- 
phasis on evolutionary character- 
istics. The subsequent analysis 
generally would proceed along the 
lines indicated in the preceding 
paragraphs, where applicabie. 
Thus we would again be inter- 
ested in the characteristics of is- 
suers, issues, customers, and 
transactions, including size and 
industry of the issuer, size and 
financial importance of issues to 
both issuer and the financial mar- 
kets, general and special features 
of the securities, the nature of the 
purchasers and the characteristics 
of their purchases. We would 
consider the types of commit- 
ments to issuers, whether out- 
right purchase, a best efforts 
basis, or a stand-by underwrit- 
ing, etc. We would consider the 
relative importance of “rights” 
versus “non-rights” offerings and 
of issues sold at competitive bid- 
ding versus those sold on a nego- 
tiated basis. 

We would also be interested in 
the characteristics of the invest- 
ment banking firms in relation to 
characteristics of issuers, issues, 
and customers. In all this, as in- 
dicated above, we would place 
stress continuously, not only on 
aggregate statistics, but also on 
measures showing the character 
and importance of departures 
from the “average.” 

We would be interested in as- 
saying the importance of new is- 
sues in the total financing of 
firms. This would involve an ex- 
amination of internally-generated 
funds and at least a brief look at 
the volume of bank credit, partic- 
ularly with respect to its substi- 
tutability for new issues of se- 
curities. It would also involve a 
careful study of the extent and 
characteristics of lease and lease- 
back financing in recent years as 
well as other developments com- 
petitive with new issues. 

Finally, despite our obvious 
principal interest in new issues, it 
will be necessary, for the sake of 
completeness, to pay at least 
brief attention to secondary of- 
ferings of securities—their im- 
portance and the significance of 
investment banking machinery 
for their success. 

This section may also include 
some international comparisons. 


B. Organization of the Invest- 
ment Banking Industry. 

Here we would study the in- 
dustry from a large number of 
points of view. We would ex- 
amine the numbers of firms which 
actually participate in floating 
new issues, the relative. impor- 
tance of firms within the group, 
the extent to which there are new 
firms, the legal forms of organ- 
ization of firms, and relevant his- 
torical trends. We would want 
measures of concentration of vol- 
ume within the industry, espe- 
cially in terms of classes of se- 
curities, currently and in the 
past. This, in turn, implies an 
analysis of specialization within 
the industry by the many forms 
Which specialization may take. 
This includes such items as mar- 
keting region, class of security, 
quality of security, industry of 
the issuer, level of securities mar- 
keting (retail, wholesale, etc.) and 
type of transaction (e.g., promo- 
tion and facilitation of mergers). 
The other side of the coin here is 
the non-specialized firm: its sig- 
nificance vis-a-vis firms variously 
specialized. In connection with 
specialization, the role of the 
large commercial banks in issues 
of state and local securities might 
receive special attention. 

To Analyze Syndication 

Syndication and its historical 

trends would be examined closely. 
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Here we are interested in such 
matters as the organizational 
structure of, and distribution of 
functions within syndicates, types 
of agreements and commitments, 
the roles of type, quality, and 
size of issue, criteria for the se- 
lection of members of syndicates 
and criteria for allotting securities 
among participants. 

We would also wish to consider 
the nature of sales efforts made 
by investment banking firms 
This would involve the relation- 
ships between a firm and its 
public customers. It would in- 
clude the criteria for the allot- 
ment of securities to customers 
when demand appears to exceed 
supply at offering prices. It would 
also involve the compensation to 
salesmen and any device for facil- 
itating sales (e.g., in arranging 
switches from old securities to 
new offerings). 

Among other matters of interest 
here are the character and ex- 
tent of diversification of firms 
within the industry into areas re- 
lated to investment banking, and 
the role of industry associations. 


C. The Finances of the Invest- 
ment Banking Industry. 

At the outset, we would want a 
picture of the capital of the in- 
dustry and measures of its disper- 
sion and concentration. This 
would require a balance sheet 
picture of the industry and its 
sub-groups, with a clear picture 
of assets and liabilities. It would 
be necessary for this purpose, to 
the extent possible, to eliminate 
the estimated portions of assets 
and liabilities relating to activi- 
ties of investment houses other 
than the issuance of new secu- 
rities (and secondary offerings). 

Measures of the relative profit- 
ability of the industry would be 
sought and this again would re- 
quire isolation and separation of 
activities not relating to new (and 
secondary) offerings. An analy- 
sis of relevant income and ex- 
penses would be made. It would 
be necessary to determine on the 
income side, such items as mar- 
gins between buying and selling 
prices for new issues and second- 
ary offerings by type of offer- 
ing, stand-by fees, managerial 
fees in the origination of issues, 
fees for advisory services, fees for 
handling direct placements, prof- 
its from “special deals” (e.g., 
sponsorship of mergers), interest 
and dividend income, profits from 
support operations in securities 
floated, etc. On the expense side 
would be such items as salaries, 
fees for technical, legal, research, 
and related services; selling and 
sales promotion expenses; interest 
expenses; governmental taxes and 
fees; losses in support operations 
of securities floated; other losses: 
miscellaneous general and admin- 
istrative expenses; etc. From all 
this, we would expect to obtain a 
picture of the rates of return on 
capital invested in the investment 
banking business. 

A flow of funds analysis would 
be utilized. Our purpose here 
would be to give a complete pic- 
ture of the gross sources and uses 
of funds within the industry and 
to determine costs of funds ana- 
lyzed by source. 

An analysis of operating mar- 
gins would be made in terms 0! 
costs to the issuer by class and 
quality of security, and by size of 
issue and issuer., An analysis ot 
unpaid services to issuers would 
be necessary. i 

We would also examine the 
types of compensation granted for 
the flotation of securities. Of ob- 
vious significance would be a 
picture of non-cash methods, e.&., 
securities and options to purchase 
securities. We would want to 
know their quantitative impor- 
tance, their association with any 
specific characteristics of secu- 
rities, issuer, or investment 
banker, and their implications for 
corporate ‘financing. 

Finally an attempt will be 
made to determine the impor- 
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tance to investment banking firms 
of the income derived from 
sources other than flotation of se- 
curities, 


D. New Issues, Investment Bank- 
ing and the Behavior of Se- 
curities Markets. 

We plan to analyze the impact 
of processes associated with the 
flotation of new securities on the 
functioning of the securities mar- 
kets. We are interested in those 
markets both before, during and 
after security flotations. We 
would be concerned with such 
matters as price and inventory ef- 
fects for various types of secu- 
rities under varying economic and 
financial conditions. Pricing pol- 
icies and procedures would be ex- 
amined generally, including those 
under competitive bidding, and 
the significance of underwriter 
support of the market during of- 
fering periods would be appraised. 
All of this, in turn, we would 
hope to relate to the profitability 
picture discussed above. Where 
relevant, “rights” issues would be 
separated from “‘non-rights” is- 
sues in order to appraise the siz- 
nificance of this feature. 


Impact of Direct Placements 

The implications of direct 
placements for the behavior of se- 
curity prices are of interest here. 
Likewise the implications of di- 
rect placements and of the rapid 
growth of non-banking financial 
institutions for the direction of the 
flow of savings must be exam- 
ined. To illustrate, it may be 
that these developments will lead 
to relative shortages of securities 
available to individuals and, in 
turn, to an accelerating shift to 
savings through institutional in- 
termediaries. 

Policies relating to handling of 
unsold securities and to after-is- 
sue markets in general are clearly 
important as a market force. Im- 
portant are the nature of syndi- 
cate arrangements, support pol- 
icies, and financing methods. In 
all this, the historical picture and 
evolutionary trends should prove 
most interesting. Of particular 
significance would be the continu- 
ing role of investment firms in 
making markets for securities 
which they have sponsored. 

Some time must be devoted to 
direct public issues, i.e., to those 
offered by issuers directly to the 
public. This will give a basis for 
a comparative picture. 

Finally, an examination of the 
impact of monetary policy on the 
flotation of securities would be 
of much interest in this as well as 
other connections. It has been 
obvious that central bank actions 
(and inactions) have affected the 
risks, costs, and inventory policies 
of investment bankers; tke costs to 
the issuer: the characteristics of 
securities issued; the timing of is- 
sues: the attitudes of security cus- 
tomers: the choices between alter- 
native sources of funds tor 
potential issuers, etc. Indeed, mon- 
etary policy in part requires for 
its effectiveness certain types of 
impacts upon the behavior of the 
new issues market. It should be 
noted that the Commission on 
Money and Credit. whicna is cur- 
rently making a large-scale study 
of the behavior of our monetary 
system, has apparently not been 
able to obtain from the invest- 
ment banking industry the basic 
information needed for compre- 
hensive analysis, though obvi- 
ously the C. M.-C.’s recommenda- 
tion might be expected to affect 
significantly the industry’s. op- 
eration. This will leave a gap 
which we would hope to fill in 
some degree. 


E. Problem Areas in the Issuance 
Of New Securities. 


Up to this point (items A 
through D) we have discussed 
items which would probably be 


indispensable ‘in a study of the 
new issues market and investment 
We now turn to items of 
well- 


banking, 
great importance for a 


rounded, comprehensive picture, 
and for a broad understanding of 
the role of investment banking in 


our rapidly changing economy. 
The extent of actual coverage, 
however, would be dependent 


upon the adequacy of resources. 

Here vast scope is obviously of- 
fered to the analyst. We indicate 
here some of the important items. 
The existing regulation of secu- 
rity flotations merits an appraisal, 
its strengths and weaknesses to 
be made clear. For example, the 
question of the character of ad- 
vertising and publicity needs re- 
view, especially in connection 
with small issues. Likewise the 
question of exemptions from 
registration needs examination, 
including both the small issue and 
the large direct placement. In 
part we would be appraising how 
well the S. E. C. has done its job. 
Comparisons with foreign prac- 
tice and with former periods in 
our history might be helpful here. 
Trends in the character and ef- 
fectiveness of state regulation 
would also be significant. 

Some analysis should be made 
cf the implications of diversifica- 
tion of activities in investment 
banking firms. For example, how 
are potential conflicts of interest 
handled involving the public cus- 
tomer, the issuer, the investment 
banking firm, and at times even 
other organizations such as in- 
vestment companies that may be 
related to the investment banking 
firm in some manner? There are 
many neat questions to be con- 
sidered here, both in the interests 
of the public and the investment 
banking industry. 

A number of problems involv- 
ing the relationships of invest- 
ment bankers and corporate 
issuers ought to be explored. Com- 
pensation methods offer an obvi- 
ous case in point. Related here is 
the question of competition 
among investment bankers for 
corporate business and the ease 
of access by business to invest- 
ment banker facilities, including 
small business. 


To Reevaluate Competitive 
Bidding 

Competitive bidding should be 
reassayed. Its effectiveness and 
shortcomings in practice should 
be analyzed and its over-all mer- 
its scrutinized. 

The adequacy of the financial 
base and methods of financing the 
investment banking industry 
should be appraised. Here we are 
ecncerned both with the adequacy 
at the individ:al firm level and 
with resources of the industry as 
a whole. 

Innovation in the industry is of 
importance. This includes both 
the organization of the industry 
and the functioning of individual 
firms. It includes the machinery 
for the distribution of securities 
and the tailoring of the character- 
istics of securities. 

Finally, we would attempt an 
appraisal of the over-all effec- 
tiveness of the investment banking 
industry and of other channels of 
distributing new securities in the 
light of appropriate economic cri- 
teria 


Named Director 
Heribald Naerger, 
Vice-President of Bayerische 
Vereinsbank, Munich, Germany. 
has been elected to the board of 
directors of Nelson Fund, Inc. Be- 
sides being a member of the 
board of Nelson. Mr. Naerger is 
direec.or of Eurinvest S. A., Lux- 
er burg (an open-end investment 
fund), and Commonwealth & 
European Investment Trust, Lux- 
emburg (a closed-end investment 
fund). 


Jcins Hutton Staff 


(Special to THe FINANCIAL CHRONICIE) 


ATLANTA, Ga.—Thomas J. Rubel 
has ioined the staff of E. F. Hut- 
ton & Co., 2 Pryor St., Southwest. 
He was formerly with Walston 
& Co., Inc. 


Executive 


Fourth Generation 
Joins NYSE 


When Charles E. Schafer, III, 
stepped onto the New York Stock 
Exchange trading floor Dec. 22 
he was the fourth generation of 
the Schafer family to be an Ex- 
change member. His great- 
grandfather, Samuel Scnafer, 
member of the investment bank- 
ing firm of Schafer Brothers, be- 
came an Exchange member in 
1860. His grandfather, Charles E. 
Schafer, I, was an Exchange 
member until his death in 1917. 
Father of the newest Exchange 
member, Charles E., II, specialist 
and a member of Somers, Schafer 
& Collins, 120 Broadway, became 
an Exchange member Jan. 9, 1936, 
after a long career in the Street, 
where he started as a runner. 

The Schafer family joins the 
Henderson family as a fourth 
generation Exchange family. In 
its 170 year history the Stock Ex- 
change boasts of only two four 
generation families. 


Bache & Co. Appoints 


BEVERLY HILLS, Calif.—Sam J. 
Smith, West Coast Partner of 
Bache & Co., has announced the 
appointment of Fred Carr of the 
Beverly Hills office of Bache & 
Co., 445 North Roxbury Drive, as 
Research Representative. 

Mr. Carr joined Bache & Co. 
three years ago as a Registered 
Representative and was appointed 
as Southern California Repre- 
sentative to the financial Analysts 
Society in 1960. Previous to this, 
Mr. Carr was an Estate Counselor 
for Penn Mutual Life Insurance 
Company for four years after re- 
turning from service with the 
United States Army. 


Cambridge to Distribute 


Life Ins. Investors Fund 


Cambridge Financial Corp., 161 
William Street, New York City, 
has been named the wholesale 
distributor for Life Insurance In- 
vestors, Inc., in eight Eastern 
states and Washington, D. C. 

Cambridge Financial Corp. is 
investment-adviser and principal 
underwriter for Cambridge 
Growth Fund, a mutual fund in- 
vested primarily in growth 
securities. 

Murray Aronson, Executive 
Vice-President of Cambridge Fi- 
nancial, will direct dealer 
relations. 


Named Treasurer of Fund 


DENVER, Colo.—James H. Red- 
dish, First Assistant Treasurer of 
Financial Industrial Fund, Inc., 
has been named Treasurer of the 
open-end investment company, it 
has been announced. 


D. M. Benson Co. Formed 


D. M. Benson & Co., Inc. has 
been formed with offices at 25 
road Street, New York City, to 
engage in a securities business. 
Mordecai D. Katz is a Principal. 


Form First Western 


MINNEAPOLIS, Minn.—First 
Western Corporation is engaging 
in a securities business from of- 
fices in the First National Bank 
Building. Ellsworth L. Johnson is 
a Principal. 


L. H. Houston Co: Opens 


FT. WAYNE, Ind.—Lionel H. 
Houston has formed- L” H. Hous- 
ton & Co. with offices in the 
Lincoln Bank Tower to conduct 
a securities business. 


Form Schneider Corp. 
Walter J. Schneider Securities 
Corporation has opened offices at 
67 West 44th Street, New York 
City, to` engage in a securities 
business. Officers are Walter J. 
Schneider, President, and Harry 
Bogatch, Secretary and Treasurer. 
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Golf & Tennis Scores at 


IBA Convention Tourneys 
GOLF WINNERS 


Alden HU. Little—18 Holes 





Low Net 


Ist. Mr. Dean S. Woodman, Merrill Lynch, Pierce, Fenner & 
Smith Incorporated, New York. 


2nd. Mr. William C. Richardson, Birr & Co.. Inc.. 


San Francisco. 


Senior Tournament—18 Holes—Low Gross 
Ist. Mr. Gilbert Hattier, Jr., Hattier & Sanford, New Orleans, La. 


2nd. Mr. F. 


Men—-18 Hole Tournament 


Ist. Low Gross 
Worcester, Mass. 

2nd. Low Gross 

Ist. Low Net 
rated, New York. 


H. MacDonald, H. O. Peet & Co., 


Mason B. Starring, Jr. 
Herbert Anderson, Distributors Group, Incorpo- 


Kansas City, Mo. 


Kenneth F. Higgins, Kinsley & Adams, 


ACG AUNA a €e; N.Y. 


2nd. Norman Davis, Walston & Co., Inc.. Denver. 


Mixed Foursomes 


Ist. (2)—Low Gross 


Mr. & Mrs V. Theodore Low, 


Bear, Stearns & Co., New York. 


2nd. (2)—Low Gross 


Ist. (2)—Low Net 


Mr. & Mrs. R. 
ards & Co. Pittsburgh. 
Mr. & Mrs. Eugene Cassell, C. F 


Burton Parker, Kay, Rich- 


Cassell 


& Co., Charlottesville, Va. 


2nd. (2)—-Low Net 


Mr. & Mrs. Howard Finney, Jr., Bear, 


Stearns & Co., New York. 


Men—18 Hele Tournament 
Ist. Low Gross 
New York. 
2nd. Low Gross 
Pittsburgh. 
Ist. Low Net 
2nd Low Net 
pany, Philadelphia. 


Men—18 Hele Tournament 


Ist. Low Gross 
2nd. Low Gross 

New York. 
Ist. Low Net 
2nd. Low Net 


Women’s Kickers 
Winner 
Company). 


Women—I18 Hole Tournament 


Ist. Low Gross 
Read & Co.). 
2nd. Low Gross 
Company). 
Ist. Low Net 
Parcells & Co.). 
2nd. Low Net 
& Co., Incorporated). 


Women—18 Hole Tournament 


Mason B. Starring, III, 
Thomas Lynch, III, 


Gordon B. Duval, J. C. 
W. Linton Nelson, Delaware 


Renouf Russell, F. S. 
James Conlin, Hayden, Stone & Co., New York. 


Mrs. Robert E. Christie, New York 


Mrs. Charles 


Dominick & Dominick, 
Moore, Leonard & Lynch, 


Bradford & Co., N. Y. 


Management Com- 


Thomas Cafone, W. E. Hutton & Co., New York. 
Andrew Marckwald, Discount Corporation of 


Moseley & Co. Boston. 


Mrs. Arthur Rand, Minneapolis (Woodard-Elwood 


(Dillon, 


Cady, Columbus, Miss. (Cady & 


Mrs. Charles Parcells, Detroit, Mich. (Charles A. 


Mrs. Scott Cluett, New York (Harriman Ripley 


Ist. Low Gross—Mrs. John Ahearn, Boston (State Strect Bank 


& Trust Company). 


2nd. Low Gross—Mrs. Evans Morgan, New York (Manufacturers 
Hanover Trust Company). 

Ist. Low Net—Mrs. G. A. Alexisson, N. Y. (Walston & Co., Inc.) 

2nd. Low Net—Mrs. Robert Johnson, New York (Kidder, Pea- 


body & Co.). 


Women—18 Hole Tournament 


Ist. Low Gross—Mrs. William T. Kemble, 


& Co. ). 


2nd. Low Gross—Mrs. Clarence Bartow N. Y. 


30oston (Estabrook 


(Drexel & Co.). 


S , 
ist. Low Net—Mrs. James Hendrix, Birmingham, Ala. (Hendrix 
) 


& Mayes Inc.). 
2nd. Low Net 
Space & Co.). 


Mrs. David Johnson, Savannah (Johnson, Lane, 


TENNIS 


IBA—Men’s Doubles Tennis Tournament 


Winners—F. 


Barton Harvey, Alex. Brown & Sons, Baltimore, 


and Andrew V. Stout, Dominick & Dominick, New York. 


Runners-Up 


3elmont Towbin, 


C. E. Unterberg, Towbin Co., 


New York, and Charles H. Symington, Jr., G. H. Walker 


& Co., New York. 


Mixed Doubles 


Winners—F. Barton Harvey, 


Alex. 


Brown & Sons, Baltimore, 


and Mrs. Joseph R. Neuhaus, Houston (Underwood, Neu- 
haus & Co.. Incorporated). 


Runners-Up 
& Co., New York. 


Named Director 


Raymond E. Lee, President of 
TelAutograph, has announced the 
election of James N. Thayer as a 
director of the Hogan Faximile 
Corporation, of New York City. 

Mr. Thayer is a partner in the 
firm of Wiliam R; Staats & Co. 
with -which- he. has been asso- 
ciated the last six years. Before 
this he was with that company’s 
corporate finance department in 
Chicago. 


Mr. & Mrs. Chas. Symington, Jr., G. H. 


‘ 


Walker 





A. M. Kidder Branch 


TARPON SPRINGS, Fla.— A. M. 
Kidder & Co., Inc. has opened a 
branch office at 221 South 
Pinellas Avenue under the man- 
agement of William R. Dickson. 


Powell, Kistler Branch 
ORLANDO, Fila.—Powell, Kistler 
& Co. has opened a branch office 
at 709 Magnolia under the man- 
agement of John W. Watson. 
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Encouraging Prospects and 
Potential Achilles Heel 


Continued from page I 
pace of the expansion in the last 
few months. 
Il 

Now, what are the sources of 
this uneasiness about the possi- 
bility that there is something 
rather fundamentally wrong with 
American economy? There are 
four principal sources of this con- 
cern. In the first place, partly for 
social reasons the incidence of 
unemployment, the proportion of 
the labor force unemployed, has 
come to be a very widely quoted 
barometer of the vigor of the 
economy. Now, the fact is that in 
October unemployment was run- 
ning 6.8% of the labor force. 
That is just about exactly where 
it was at the bottom of the reces- 
sion in February, so that this 
statistic of business activity has 


shown no discernable improve- 
ment in this period of nine 
months. 


It is not unusual for the rate of 
unemployment to slide along for a 
few months after business activity 
itself turns un. It is a bit unusual, 
however, for unemployment to 
have shown no measurable dimi- 
nution after we have proceeded as 
far as we now have in the 
recovery. 

Retail Trade 


The second source of some real 
concern about whether the econ- 
omy is afflicted with some kind 
of arthritis is that retail trade has 
been surprisingly unresponsive to 
the improvement in incomes of 
individuals. There has! been: actu- 
ally since last February a pretty 
good gain in the flow of income to 
consumers. The fact of the matter 
is, that retail sales have been 
stuck on a plateau, showing sur- 
prisingly little improvement. The 
result of this is that the proportion 
of the consumer’s dollar showing 
up in the retail cash registers has 
been declining persistently and 
strikingly. Even as late as Octo- 
ber, this proportion was 52.4%. 


Let’s go back to the recession of 
1958, which would not be regarded 
as a wildly buoyant year. In that 
recession year of 1958 retail sales 
were running at the rate of 55.6% 
of personal income. Therefore, if 
retai! sales were running as high 
now relative to personal income 
as they were even in that reces- 
sion year of 1958, these sales 
would be about 6% higher. If we 
had retail trade running around 
6% higher than now, a lot of this 
seeming logginess in economy 
would disappear. 


Well, there are other indica- 
tions, of course, of this cautious- 
ness of the consumer. The saving 
rate, as you know, has been rela- 
tively high. It was higher in the 
third quarter than it had been in 
any other time throughout the 
year. The volume of installment 
credit extensions has been very 
modest relative to income, and 
that has been particularly true in 
the case of automobile credit. If 
consumers had been borrowing, 
relative to their incomes, as 
rapidly as they have in other 
years, we would have had a sub- 
stantially greater volume of 
credit extensions to consumers 
than we have had in recent 
months. 

Now, there are extenuating 
circumstances. Consumers are 
spending more on services and 
less on things that show up in 
retail trade counters. But the fact 
is that what has been happening 
cannot be explained on the basis 
of these seemingly extenuating 
circumstances. 

A second reason for concern is 
that we have ample to excessive 
productive capacity in most indus- 
try lines. As long as that is true, 
it is more difficult to make a case 
that capital outlays of business 


are going to pick up. According 
to the McGraw-Hill survey in 
September, on the average indus- 
try was running at just over 80% 
of capacity, substantially below 
the preferred rate of about 94%, 
and consequently there is no pres- 
sure of production schedules 
against limited capacity to induce 
business to expand their facilities. 
And this raises the question: 
Until we get operating rates up 
a little higher, is there going to 
be any real strengthening in this 
so-called capital goods sector of 
economy? But on the other hand, 
until we get strength in the 
capital goods sector, is there apt 
to be any strength in the econ- 
omy? We get involved here in a 
vicious circle. 
Third, we know 
trade developments are apt to 
have, if anything, a somewhat 
deflationary effect on business 
activity here. In the last year, the 
relationship between our exports 
and our imports has been pecu- 
liarly favorable for us. Our ex- 
ports have been exceedingly high, 
and our imports have been rela- 


that foreign 


tively low. This is true even 
though there has been a good 


deal of discussion about the deficit 
in our overall balance of payments. 

Now, this large net export sur- 
plus is exactly what one might 
have expected. There were tem- 
porary factors in here which 
sustained our exports. In addi- 
tion Western Europe and Japan 
were exceedingly prosperous. This 
tended to create a corresponding- 
ly rapid growth in the demand for 
imports, and this helped our ex- 
ports.: On the other hand in the 
recession our demand for imports 
was relatively low. Under the 
circumstances we got this very 
wide gap. Now as our domestic 
situation starts to recover, our 
imports will tend to rise. Our 
exports cannot be expected to rise 
so fast, and they might conceiv- 
ably deteriorate a bit in the next 
few months. This is going to have 
some negative impact on domes- 
tic business activity. 

IV 


Well what facts do we have in 
hand as we try to look ahead 
here? We do by now have a great 
deal of tangible information bear- 
ing on where the economic situa- 
tion is going in the next few 
months. 

The first point to make is that 
work stoppages in the auto indus- 
try for September and October 
make it very important that we 
be quite cautious in interpreting 
recent statistics. The work stop- 
pages in the steel industry in 1959 
did cause us to overlook some evi- 
dences of basic weaknesses that 
we dismissed as simply what one 
would expect when a major in- 
dustry is down. We want to be 
careful we do not make the op- 
posite mistake this time. 

The second point to make is 
that Federal Reserve policy re- 
mains very conducive to facili- 
tating and expansion in domestic 
business activities. I need not 
belabor this here. We know that 
the reserve position of the banks 
remains quite favorable. By this 
time in the preceding recovery of 
1958, banks were already in a net 
borrowed reserve position. There 
is a great deal of argument about 
how much difference this easier 
reserve position will make. It is 
certainly on the right side. 

Third, the tangible evidence 
that we have available does clear- 
ly suggest that we are going to 
get a slow, but nonetheless dis- 
cernible rise in capital outlays. 
The McGraw-Hill Capital Expen- 
diture survey shows 4% increase 
for 1962. If past experience is any 
indication, this early figure will 
be scaled upward as we move 
through the next year. New or- 
ders for durable goods are show- 
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ing an improvement, and actually 
the improvement is almost as 
great as during the corresponding 
period after the low point of the 
recession in 1958. Construction 
contract awards, as you may have 
seen in the Wall Street Journal 
are continuing to look fairly good. 
The volume of contract letting has 
gained througrout the year. To 
be sure, this has been heavily in 
the residential construction area, 
but, in the aggregate, it looks 
promising. The corporate profit 
picture also looks relatively a 
little better than the image of the 
corporate profit picture, and we 
have had a fairly significant rise 
in corporate profits. From the 
first to the third quarter they in- 
creased almost one-fifth. 

There should be a further im- 
provement, but we may reach the 
profits peak rather early again, 
as we did after the recovery in 
1958. 

Finally, Federal Expenditures 
are going to be rising substan- 
tially. Whether you put that on 
the plus or minus side may be a 
matter of debate. So far as assess- 
ing the near-term economic situa- 
tion is concerned, I think it would 
have to be put on the plus side. 
The mid-year Budget Review, 
shows a rise from $81.5 billion to 
$89.0 billion for expenditures in 
the current fiscal year. If we get 
that kind of rise, outlays will 
have to be in the range of $91-92 
billion by the fourth quarter of 
the current fiscal year (in terms 
of an annual rate), and therefore 
it is difficult to see how expendi- 
tures can be held for less than 
$93 to $94 billion for the next fis- 
cal year (1963). 

Predicts Rising Outlook 

The information available now 
warrants these conclusions about 
business prospects. First of all, 
clearly, the level of. business ac- 
tivity is going to be higher next 
year than in 1961, and it ought to 
be rising throughout the year. 

Secondly, if consumers let go of 
their income dollars at more tra- 
ditional rates, not extravagently 
but more nearly traditional rates, 
this together with the large in- 
crease in government spending 
that is certain and more moderate 
increases in capital outlays and 
housing that are probable, should 
push gross national product to a 
$565-to $570-billion rate by 1962. 
I think this is within a reason- 
able expectation. If so, we would 
have to regard 1962 as giving 
promise of restoring reasonably 
full employment. 

There are two elements that 
constitute a potential Achilles 
heel to this fairly sanguine prog- 
nosis. One is the possibility that 
consumers for some reason con- 
tinue to have the kind of lack of 
confidence that will make them 
slow spenders. This must be 
watched carefully. Recently good 
auto sales are at least encouraging 
on this point. The second one is 
the very real possibility that we 
could have some kind of inter- 
national run on the dollar. I do 
not regard myself generally as a 
calamity howler or given to mak- 
ing dramatic statements. I take, 
however, the gravest view of the 
continuing gap in our over-all 
international balance of payments. 
It seems that, for the last 18 
months to two years, it is not an 
exaggeration to say that the 
United States has been doing a 
toe dance on the edge of the cliff 
on this gold and international fi- 
nancial situation. Here we face 
an exceedingly difficult problem. 
If we do not realistically come to 
grips with it, the results would 
have grave implications for the 
health of the economy and for the 
international financial structure 
of the free world. 

Apart from these two clouds, 
the domestic economic situation 
would seem to me to pose a more 
sanguine prospect than the pessi- 
mism in recent months would 
imply. 

*An address by Dr. McCracken befrre 
the First National Bank -«f Chicago Con- 


ference cf Bank Correspendenis, Chicago, 
Ill., Nov. 28, 1961. 








Nat’! Ass’n of 
Dealers Elect 


. Thursday, December 28, 1961 


Securities- 
s Seven to Bd. 


Seyen new Governors have been elected to the Board of the 
National Association of Securities Dealers for three-year terms 


each. Trey s ( 
in January. An eighth was electe 


John W. Dayton, Jr. J. H. Goddard, Sr. 





Robert R. Miller Gecrge F. Patten, Jr. 





ucceed an equal number who complete their tenure 


d to fill an unexpired term. The 





Robert W. Haack Gus G. Halliburton 





Craig Severance J.J. Stevenson, Jr. 


NASD Board consists of 21 Governors, representing all of the 


association’s 13 districts covering 
for 1962 to 1965 are: 


the 50 states. The new members 


George F. Patten, Jr., George Patten Investment Co., Port- 


land, Ore., for District No. 1 whi 
Idaho, Montana, North and South 


ch includes the States of Alaska, 
Dakota, Oregon and Washington. 


He succeeds Samuel S. Whittemore of Pacific Northwest Co., 


Spokane. 


Robert R. Miller, Hornblower & Weeks, 


District No. 2 which includes the 


Los Angeles, for 
States of California, Hawaii and 


Nevada. He succeeds Robert L. Cody, President, North American 


Securities Co., San Francisco. 


Robert W. Haack, Robert W. Baird & Co., Milwaukee, for 


District No. 8 consisting of the 


Michigan, Minnesota and Wisconsin 


- Vice-President, A. G. Becker & 
Justin J. Stevenson, Jr., W. 


States of Illinois, Indiana, Iowa, 
He replaces Andrew M. Baird, 
Co., Chicago. 

E. Hutton & Co., Cincinnati, for 


District No. 9 which comprises the States of Ohio and Kentucky. 
He succeeds Claude F. Turben, President, Merrill, Turben & Co., 


Cleveland. 
Craig Severance, F. Ebersta 


dt & Co.. and John W. Dayton, 


Jr., Clark, Dodge & Co., Incorporated, both of New York, for 
District No. 12, succeeding Blancke Noyes, Hemphill, Noyes & Co., 


New York, and Graham Jones, 


Cooley & Co., Hartford, Conn. 


The district comprises the States of Connecticut, New York and 


a part of New Jersey. 


James H. Goddard of J. H. Goddard & Co., Boston, for District 
No. 13 comprising the States of Maine, Massachusetts, New Hamp- 


shire, Rhode Island and Vermont. 


He succeeds as Governor ‘rom 


the district William H. Claflin, III, Tucker, Anthony & R. L. Da) 
Boston, who also is retiring as Chairman of the NASD Board of 


Governors. 

Gus G. Halliburton, 
from District No. 7 to complete 
Neal, Wyatt, Neal & Waggoner, 
States of Florida, Georgia, Scuth 





Now With Keon 


(Special to THe FINANCIAL CHRONICLE) 
LOS ANGELES, Calif.—Martin S. 
Phillips and Stanley R. Schill 
have joined the staff of Keon & 
Company, Inc., 618 South Spring 
Street, members of the Pacific 
Coast Stock Exchange. Both were 
formerly with Dempsey-Tegeler 
& Co., Inc. 


To Be Henderson, 


Harrison Comvany 


Effective Jan. 1 the firm name of 
Henderson Harrison & Struthers, 
40 Wall Street, New York City, 
members of the New York Stock 
Exchange, will be changei to 
Henderson, Harrison & Co. 


Bache Adds to Staf 


(Special to THE FINANCIAL CHRONICLE) 
CHARLOTTE, N. C.—William W. 
Swayne Jr. has been acd-d to the 
Staff cf Barhe & Co., 210 South 
Tryon Street. 


Equitable Securities Corp., 


Nashville, 
the unexpired term of J. Rcbert 
Atlanta. The district covers the 
Carolina and Tennessee. 








Join Schirmer, Atherton 


(Special to THE FINANCIAL CHRONICLE) 
WORCESTER, Mass. — Howard 
Lurier and Franklin B. Sher have 
become associated with Schirmer, 
Atherton & Co. as co-managers of 
the newly opened Worcester office 
at 340 Main Street. Both were 
with the Worcester office oli 
Hemphill, Noyes & Co. 


Dewar, Robertson Co. 
Opens Dallas Branch 


DALLAS. Texas—Dewar, Robert- 
son & Pancoast has opened a 
braneh office in the Praetorta” 
suilding under the management 
of Robert L. B. Dewar. 


With Warner, Jennings 


(Special to THE FINANCIAL CHRONICLE) 
BOSTON, Mass. — Raymond W. 
Morse is now with Warner, Jen- 
nings, Mandel & Longstreth, 50 
Franklin St. He was formerly 
with Schirmer, Atherton, & Co. 
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AS WE SEE IT 


the so-called backward world 
and is being constantly 
fanned brighter and brighter 
by the Kremlin and its co- 
horts in the communist lands. 
They are facts which must be 
remembered by those who 
think of ridding the world of 
poverty and disease by gov- 
ernment aid extended to the 
millions so afflicted. Even if 
such governments are willing 
to take the risk of losing all 
that they pour into these re- 
gions, the question will re- 
main as to whether their ef- 
forts and their generosity will 
do what is hoped for. 


The situation is, of course. 
a most serious one, and one 
which will not yield to any 
easy solution. Whatever may 
be the danger of these back- 
ward peoples turning to com- 
munism, the fact is that they 
will gain nothing by any such 
tactic. The communists have 
no great surplus of wealth to 
distribute to such destitute 
elements, and they certainly 
are not in a position either to 
furnish the capital needed for 
the economic relief of these 
millions, or to provide the 
technical guidance that is re- 
quired. Even in their own 


borders where they.are able, 


to rule with an iron hand, no 
such miracles are being per- 
formed—not even in the most 
“advanced” of them all, the 
Soviet Union. The usual tech- 
niques of the communists— 
that of making slaves of the 
rank and file in order to take 
the lion’s share of current 
production for capital pur- 
poses—could not well be ap- 
plied where there is little or 
no surplus beyond a bare liv- 
ing for the people and where 
the hardly more than half 
civilized rank and file of the 
peoples simply will not sub- 
mit to any such treatment. 


Depends Upon Themselves 


All this is but another way 
of saying that the economic 
salvation of the so-called 
backward peoples of the 
world depends in the first 
place and we had almost 
said also the last place, too— 
upon the peoples themselves. 
It is doubtless true that cor- 
rupt and despotic rulers and 
governments have been able 
to fasten themselves upon the 
peoples and suck their very 
life blood. The notion that the 
land, and whatever other 
natural resources exist, 
should be taken from the 
hands of these selfish minor- 
ity elements and distributed 
among the rank and file 
has a great appeal, especially 
to the unthinking throughout 
almost all the lands of the 
world. And there is little or 
no doubt that in a good many 
places a redistribution of 
property of one sort or an- 
other or in one way or an- 
other is in order. 





Let no one suppose, how- 
ever, that a mere redistribu- 


Continued from page 1 


tion of wealth in these back- 
ward countries would prove a 
solution of the difficulties 
found there. It would develop 
in a good many instances that 
the individuals to whom 
property is thus given would 
not know what to do with it 
and could make no better liv- 
ing; if as good a living, as 
they had been making work- 
ing for other owners who do 
know at least something 
about the management of the 
property even if, under the 
older system, the individual 
workers are usually imposed 
upon. The individuals whose 
welfare is now the self-im- 
posed care of the civilized 
world simply have to become 
bigger and better producers 
or nothing is likely to do very 
much for them. 


A Vital Corollary 


A corollary to all such facts 
as these is self-evident, or 
ought to be. That is that the 
accomplishment of any such 
tasks as are now contem- 
plated by so many with the 
good of mankind at heart is 
a matter which will take a 
long, long time at the very 
best. We venture to say that 
few, if any, now living will 
ever see any really. drastic 
improvement in the ‘lot of 
many who now are never 
very far from starvation in 
India, for example, or see the 
rank and file of some of the 
Latin American peoples liv- 
ing in a way comparable to 
what we see daily in this 
country. Individuals accus- 
tomed to the sort of life being 
led in these backward coun- 
tries simply have no idea of 
what is involved in greatly 
increased production, and can 
not be taught it except at the 
expenditure of much energy 
and time. Of course, this fact 
is well enough known to the 
communists who try con- 
stantly to fish in troubled 
waters and to make the be- 
knighted believe that by sub- 
scribing to the fallacious dog- 
mas of Karl Marx, the world 
can be changed overnight 
into something vastly better, 
particularly for those who are 
in need of something better. 

It is in some ways a little 
difficult to understand the 
driving force of international 
communism by such countries 
as Russia. It is not conceiv- 
able, or hardly so, that the 
masters of the Kremlin think 
thet they can procure a better 
life for those under their care, 
or furnish anything radically 
better for the teeming mil- 
lions, let us say of India. It 
can hardly be other than the 
old imperialistic urge and 
hunger for power which they 
so loudly condemn, But care- 
ful owners of American capi- 
tal are likely to see things 
differently. 


.. The Commercial and Financial Chronicle 


Glickman With 
Harry Odzer 


Jerome S. Glickman has become 
associated with Harry Odzer 
Company, 67 Broad Street, New 
York City. Mr. Glickman served 
as a security analyst with Van 
Strum & Towne and will have the 
responsibility of managing the re- 
search department in his new ca- 
pacity. 


Balanced Securities 


ALBANY, N. Y.—Balanced Secu- 
rities, Inc. is engaging in a secu- 
rities business from offices at 90 
State Street. 


With R. W. Pressprich 


ALBANY, N. Y.—R. W. Press- 
prich & Co., members of the 
New York Stock Exchange, have 
announced that Richard C. de 
Graff is now associated with the 
firm as a registered representa- 
tive in the Albany, N. Y. office at 
75 State Street. 


Laird & Co. Adds 


Laird & Company, Corporation, 
members of the New York Stock 
Exchange, announced that Paul A. 
Blaney, is now associated with 
their firm in the Institutional Re- 
search Department in the New 
York office at 61 Broadway. 


Burton, Dana to Admit 


WASHINGTON, D. C.—Burton, 
Dana & Co. on Jan. 1 will admit 
Frederick J. Burrell to Partner- 
ship. Mr. Burrell is Manager of 
the firm’s office at 1001 Connecti- 
cut. Avenue, Northwest. 


To Be Butler, Herrick 


Partner 


Butler, Herrick & Marshall, 390 
Broad Street, New York City, 
members of the New York Stock 
Exchange, on Jan. 1 will admit 
Charles C. Bunker to Partnership. 


With Auchincloss, Parker 


PHILADELPHIA, Pa. — Auchin- 


closs, Parker & Redpath, mem- 
bers of the New York Stock 
Exchange and other principal 


exchanges, announce that Joseph 
C. Walters and Leonard Klorfine 
are now associated with their 
Philadelphia office, 2 Penn Center 
Plaza, as registered representa- 
tives. 

Percy Friedlander to Admit 
Herry B. Levine on December 28 
acquired a membership in the 
New York Stock Exchange and 
became a Partner in the Ex- 
change member firm of Percy 
Friedlander & Co., 1 Wall Street, 
New York City. 


Joins Livingston, Williams 
(Special to THE FINANCIAL CHRONICLE) 
CLEVELAND, Ohio—Raymond T. 
McPolin has become affiliated 
with Livingston, Williams & Co., 
Inc., Hanna Building. He was 
formerly with McDonald & Com- 

pany. 


Paul J. Nowland to Admit 
WILMINGTON, Del.—Paul J. 
Nowland & Co., Bank of Dela- 
ware Building, members of the 
New York Stock Exchange, will 
admit Philip J. Nowland to Part- 
nership in the firm. 


Pearsall Co. to Admit 
On Dec. 28, Pearsall & Company, 
120 Broadway, New York City, 
members of the New York Stock 
Exchange, admitted John A. Carr 
and Albert R. DeSio to Partner- 
ship. Mr. DeSio has become a 
member of the New York Stock 
Exchange. 
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General Telephone & Electronics Corporation 


General Telephone & Electronics is the second largest telephone 
system in the U. S., controlling nearly five million telephones, 
some 93% of which are dial operated. About one-third of the Sys- 
tem telephones are in California and Florida and 10% in Canada. 
General Telephone also controls a number of manufacturing com- 
panies: Sylvania Electric Products, acquired in 1959, with annual 
sales of over $400 million; Automatic Electric and Leich Electric, 
large producers of telephone equipment and related products; and 
Lenkurt, a major producer of microwave and other communica- 
tions systems and the second largest producer of carrier equip- 
ment. 

Sylvania is one of the two largest makers of receiving tube 
and television picture tubes; the largest manufacturer of pooto- 
flash bulbs and projection lamps; second largest maker of fluores- 
cent lamps, and third in the production of incandescent lamps; 
and also the leader in electroluminescent devices for lighting and 
electronics. 

Sylvania also has some important defense contracts and has 
produced the so-called mobile ‘“‘Mobidick” computer for the De- 


fense Department; defense work contributes about 30% of recent 
sales. On an overall basis System revenues and net for the 12 


months ended Sept. 30, 1961 were made up approximately as 
follows: 
Revenues Percent of Net Percent 
( Mills.) Total Rev. Income ef Total 
Telephone operations... $509 43 $47 67 
Sylvania—Commercial oper. 280 23) 
} 7 10 
Sylvania—Defense business 126 11) 
Other manufacturing companies 279 23 16 23 
WGN. Lasse tide savin deuleeed $1,194 100 $70 100 


The proportion of gross carried down to net income was ap- 
proximately as follows: telephone operations, 9.2%; Sylvania, 1.7%; 
other manufacturing companies, 5.7%. General Telephone’s cor- 
porate overhead approximately $1.6 million, leaving a balance for 
common of $68.5 million or about 97 cents on the 70.5 million 
average shares outstanding. This compared) with $10%7in the pre- 
vious 12 months period. 

Sylvania’s poor recent showing appears due largely to severe 
price cutting and heavy competition’ in semi-conductor and other 
electronics products. Its loss of earning power has been shared by 
other electronics companies. Thus Texas Instruments in the Sep- 
tember quarter earned only 17 cents compared with 91 cents in 
the same period of 1960; it carried only a little over 1% of sales 
to net income. Westinghouse Electric had a similar experience, 
September net being only a little over one-quarter that of the 
previous year and only a little more than 1% of sales. It seems 
highly unlikely that these conditions will prevail very long, Fow- 
ever. Heavy liquidation of inventories should soon result in a 
hcusecleaning, with restoration of better profit margins for the 
industry in 1962. 

Sylva’. is carrying on an intensive research progra). in such 
fields as nigh-frequency electronics, physical electronics, sotid- 
state chemistry and physics and metallurgy. The General System 
as a whole has 26 research and development laboratories employ- 
ing over 3,600 scientists and engineers. 

General Telephone has made important progress recently in 
simplifying its corporate set-up for the telephone System, which 
had been very complicated as a result of taking over the Gary 
System a few years ago. Control of Automatic Electric and Anglo- 
Canadian Telephone is held through Associated Tel. & Tel., in 
which a minority interest of about 20% was formerly held by the 
Saraha Coal Co., of Chicago. Anglo-Canadian in turn holds work- 
ing control of telephone companies in Canada, the Dominican 
Republic, and the Philippines. It has taken some years to complete 
a satisfactory deal to obtain the minority holdings of Associated 
but recently this was accomplished. It may pave the way for a 
long-expected recapitalization of Anglo-Canadian, whose capital 
structure dates from the 1920s. 

As indicated in the table below, General Telephone earnings 
per share increased from 39 cents in 1951 to $1.01 in 1957, or an 
average annual rate of gain (compounded) of over 8%. Since 
1957, however, earnings have averaged a little above the $1 level. 
Earnings this year may fall a little below $1, but estimates for 
196% are in a range of $1.10 to $1.15. 

At the recent price around 27 (range this year 3242-24) Gen- 
eral Telephone yields a little under 3% and sells at about 28 times 


current earnings. 


Revenues Earnings Price-Earns. 


( Mill.) Per Share* Ratiot 

anaa $70 $0.39 10, 
1951 85 0.39 13 
1952 102 0.48 10 
1953- 128 0.59 10 
1954 189 0.51 11 
1955_ i 210 0.88 13 
T iiia aie 259 0.97 14 
1957 289 1.01 13 
1958_ 895 0.98 18 
1959_. 4 1,081 1.08 21 
| Re 1,179 1.01 29 
s Adjusted for 3-for-1 split in 1960 and stock dividends of 50% 
each in 1955 and 1954. sae , 

+ As shown in Moody’s Handbook of Wide’; Held Common 
Stocks, page 221. 
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Price and Supply Trends 
For Gas, Oil and Coal 


Continued from page 3 
sult of the decline in the value 
of the dollar over time; the other 
is what I term the “resource” 
component, the reflection of the 
basic abundance of the material 
and of the comparative difficulty 
of making it available. When an 
economist removes the inflation 
element from a price, or “deflates” 
it, he is left with what he terms 
“real price” or “real cost.” For 
mineral raw materials, this is the 
equivalent of the “resource” com- 
ponent I have just mentioned. 
Observe what this means in 
terms of the three fundamental 
elements or factors I distinguished 
just above. I said that the “re- 
source” component of cost is a re- 
flection of the basic abundance 
of the material and the difficulty 
of making it available. This diffi- 
culty is the reciprocal, if you will, 
of technology. Other things being 
equal, the better the technology, 
or the higher the level of techno- 
logical capability, the less diffi- 
cult it is to make a material avail- 
able. Government policy, on the 
other hand, the third of my basic 
factors, has nothing to do with 
either basic abundance or the 
level of technology (except as 
governmental subsidy of research 
affects the level of technology, 
and I must admit that it is be- 
coming increasingly important). 
By and large, however, govern- 
ment policy is reflected in the in- 
flation component of price rather 
than in the resource component. 


Government Policy Difficult 
To Predict 

There is a further contrast be- 
tween natural abundance and 
technology on the one hand and 
government policy on the other. 
In considering the future, we can 
proceed on a fairly sound basis 
with respect to natural abund- 
ance and technology. Although 
they are not amenable to statisti- 
cal treatment, one can reach rea- 
sonable conclusions as to a quan- 
titative measurement of the nat- 
ural abundance of the material 
and the foreseeable future course 
of technology. One cannot, how- 
ever, say the same for government 
policy. Policy decisions are politi- 
cal decisions and, being political 
decisions, they are not always ra- 
tional. I do not mean that they are 
necessarily irrational in the sense 
that they are devoid of sanity— 
although I have heard that charge 
made—rather, proceeding from 
certain assumptions and applying 
certain logic, one cannot deduce 
therefrom conclusions that can be 
used as projections of government 
policy. 

This leaves me, then, with the 
matter of natural abundance and 
technology, and I have a few re- 
marks to make concerning the re- 
lation between these two. If there 
is one thing I do not have to re- 
mind chemical engineers, it is the 
fact that technology is a highly 
dynamic element in today’s econ- 
omy. The chemical industries are 
one of the greatest examples of 
this fact. What is not alwavs ap- 
preciated, however, is the further 
fact that this technological dy- 
namism is pervasive throughout 
the economy, and is not confined 
merely to those industries in 
which its effect has been most 
spectacular. It is now clear that 


we are truly in a new era in 
which research and development 
is becoming an ever-large portion 
of economic activity. This is true 
not only because of the enormous 
expansion of military-based 
R & D but also because most in- 
dustries now accept the fact that 
R & D is a necessity merely to 
maintain one’s competitive posi- 
tion. 


Blind Spot Regarding 
Technological Factor 


The result has been a tremen- 
dous acceleration in the general 
pace of technological progress in 
considering the future — tomor- 
row’s capabilities will be very dif- 
ferent from today’s. Curiously, 
this realization has still not been 
adequately recognized in the mat- 
ter of assessing the natural abun- 
dance of hydrocarbons—and for 
that matter, all mineral raw ma- 
terials. As chemical engineers 
are probably aware, on the aver- 
age only one-half of the coal in 
place is recovered in today’s min- 
ing, and only one-third of the oil 
in place is recoverable in the av- 
erage oil operation. Yet in esti- 
mating the total amount of these 
materials that remain to be pro- 
duced, the common assumption is 
that there will be no greater por- 
tion of the total quantities in 
place recovered in the future. 

For coal this does not make 
much difference if one is consid- 
ering a period, say, twenty to 
twenty-five years in the future. 
According to the latest govern- 
ment figures there are some 900 
billion tons remaining, even as- 
suming only 50% recovery. Clear- 
ly the coal resources of the U. S. 
are physically adequate for many 
decades at any conceivable 
growth in production. 

For oil and gas, on the other 
hand, the significance of whether 
or not technology is taken into 
account is very great indeed. The 
official industry reserve figures 
are merely a working inventory, 
equivalent to not only some 12 
times the current production level 
for oil and some 20 times for gas. 
There have been many estimates 
made of the quantities remaining 
to be discovered in the country, 
but they all suffer from the same 
shortcoming—failure to make al- 
lowance for increased recovery in 
the future of the total amounts 
that are discovered in place. One 
cannot, of course, say what re- 
covery levels will prevail at the 
end of another decade or so. 
Therefore, to avoid the wholly ar- 
bitrary choice of some interme- 
diate level one must consider the 
total amount in place in the 
ground. This is what exists for 
technology to work on. 


Adequacy of Resources and Costs 


I call this measure the “re- 
source base,” and I have esti- 
mated that the resource base of 
oil in the U. S. is on the order of 
some 500 billion barrels and that 
the resource base of gas is at least 
1,200 trillion cubic feet. Consider- 
ing these figures, the oil and gas 
resources that physically exist are 
also adequate for at least the next 
two decades or more when com- 
pared with the general range of 
projected demand levels over that 
period. 

I turn now to costs. Mere exist- 
ence of adequate resources is, of 
course, no guarantee whatever 
that they can be made available 
at no higher costs or even without 
steeply rising costs. Here the tech- 
nological dynamism of which I 
referred to earlier becomes rele- 
vant. 

Let us consider coal first. The 
great bulk of the remaining coal 
resources is of lower rank, or 
type. Although there is no inven- 
tory of those resources by grade, 
or quality, it is reasonable to 
assume that the. lower qualities 
also predominate in the remaining 
resources. Certainly it is. true 
that, on the whole, the coal that 


was most easily accessible and 
easily mined is the coal that has 
been produced to date. Other 
things being equal, then, one 
would expect that over time, the 
cost of producing the remainirg 
coal would rise. In the minds of 
some such a rise in the cost of 
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coal is imminent, and is likely in 
the coming decade. 


Sees Coal Costs Possibly 
Declining — Not Rising 


I disagree with this position. 
The coal industry has long been 
described as a sick industry. lt 
was technologically backward and 
was faced with a stagnation in 
demand, as coal lost important 
markets to oil and gas. In the 
postwar period, however, coal has 
undergone a technological revolu- 
tion. As a result, the deflated, or 
constant-dollar price of coal at 
the mine declined 15% between 
1946 and 1960. The most spectacu- 
lar of the technological innova- 
tions in coal mining, the continu- 
ous mining machine, is so recent 
that its full cost benefits are still 
not fully realized. Given these 
new circumstances in the indus- 
try, there is no reason to expect 
that the real cost of coal will rise 
in the coming decades. It may 
even decline further. 


With respect to oil and gas— 
and this may come as a surprise 
—I come to a somewhat similar 
conclusion. Although I would not 
expect the real cost of these hy- 
drocarbons to decline in the com- 
ing decades, I do not expect that 
it will increase significantly—and 
by that I mean more than a few 
per cent. This seemingly flies in 
the face of the statistical evidence, 
and yet there are what I consider 
good reasons for the conclusion I 
have reached. 


Doubts Significant Oil-Gas Rise 

We hear much these days of 
the increased difficulty in finding 
and producing oil and gas. Greater 
discovery effort, deeper drilling, 
the smaller size of the fields 
found—all are cited as reasons for 
increasing cost in the oil and gas 
industry. In addition, there are 
statistics by the bushel showing 
the higher cost of deeper drilling 
and the smaller discovery returns 
per foot drilled. 


Now I do not deny that the dis- 
covery and production of oil and 
gas is requiring increasing effort, 
nor do I deny that actual dollar 
costs have increased. But, re- 
member that I am referring to 
real costs as a reflection of the 
resource position, so that such 
things as higher costs of labor 
and material are in this context 
irrelevant. They merely represent 
inflation. As for the statistics on 
lower drilling return, they con- 
tain all sorts of ambiguities and 
extraneous measures. I do not 
have the time to go into these 
things in detail here; as one ex- 
ample I cite the difficulty of de- 
termining the separate costs of oil 
and gas in the many instances 
where the two hydrocarbons oc- 
cur together. A combination of 
the two on a Btu basis is not a 
satisfactory method of dealing 
with the problem, since costs are 
not incurred by finding and pro- 
ducing Btu’s, but by finding and 
producing barrels and cubic feet. 


Drilling Costs Have Declined 

In any event, there are statistics 
which give a reasonably satisfac- 
tory indication of the finding and 
producing costs of oil and gas. 
These are the costs of drilling and 
equipping wells. Available data 
show that on a constant-dollar 
basis, despite the increased diffi- 
culty of making oil and gas avail- 
able, the average costs per foot of 
drilling have actually declined in 
the postwar period. 


Now, the deeper one goes the 
higher the cost of the added foot, 
and deep wells cost more than 
shallow ones. Nevertheless, the 
data show that in constant-dollar 
terms the cost per foot of drilling 
at great depth—say, at 10,000 feet 
and below—has actually declined 
within the last decade. This 
means that although it may cost 
more today to drill at 10,000 feet 


.than it does at 5,000 feet, it is 


not necessarily true that ten years 
from now it will cost more to drill 
at 10,000 feet than it does at 5,000 
feet at present. The average depth 
of all wells in the U. S. is in- 
creasing at’ a sufficiently slow 





. Thursday, December 28, 1961 


BALTIMORE SECURITY TRADERS ASSOCIATION 


altimore Security Traders Association will hold its 27th 
Re Mid-Winter Dinner at the Southern Hotel, Jan. 19, at 
7:30 p.m. David L. Pindell, Lockwood, Peck & Co. is Chairman 
of the Entertainment Committee. John J. Wallace, Baker, Watts 
& Co., is in charge of Room Reservations. Dinner tickets may be 
obtained from Henry J. Krug, Robert Garrett & Sons—Tariff $15. 





Gilbert A. Lewis 





David L. Pindell 


The Baltimore Traders have recently elected the following 


new officers for 1962: 


President—Gilbert A. Lewis, George G. Shriver & Co.. Inc. 
Vice-President—David L. Pindell, Lockwood, Peck & Co. 
Secretary—Donald L. Thompson, Alex. Brown & Sons. 
Treasurer—William G. Dengler, Baumgartner, Downing & Co. 





nee TEI 


rate to allow for considerable off- 
setting technological progress. 
The technological dynamism of 
the petroleum industry is, of 
course, well known. I believe that 
the industry is currently entering 
a period of such rapid progress 
that the gains will exceed even 
those of the past over a given pe- 
riod. Let me cite a few examples. 


Technological Dynamism of Oil 
Indusiry 

On the score of oil recovery 
dramatic, new techniques are now 
being introduced. Miscible phase 
displacement offers a theoretical 
possibility of 100% recovery of 
the oil in place. I do not mean to 
imply that this theoretical level 
will ever be attained, but initial 
applications of this technique have 
attained double the current av- 
erage yield of one third of the oil 
in place. Even a 10% increase in 
average recovery would have sig- 
nificant real cost effects. 

Another dramatic new tech- 
nique which is especially signifi- 
cant for deep wells is that of mul- 
tiple completions. This involves 
the tapping of two or more pro- 
ducing zones, or horizons, through 
a single well. Dual completions 
are the commonest, but within the 
past few years there has been a 
rapid increase in the number of 
higher order multiple completions. 
A septuple completion has been 
made, and the first octuple is 
planned. 

The cost effect of the multiple 
completion is large. The first sex- 
tuple completion cost only one 
auarter as much as it would have 
cost to drill six separate wells to 
tap the six separate pay zones. 
Since the deeper the well. the 
more likely it is to find multiple 
pay -zones, this is an important 
offset to the higher cost of the 
deeper wells. 

In brief, the petroleum indus- 
try, through technological prog- 
ress, has been able to keep pace 
with the increased difficulty of 
finding and producing oil and gas. 
The resource component of oil 
and gas costs, therefore, has not 
risen markedly. Since technology 
feeds itself, technological capabil- 
ities may be said to expand at a 
geometric rate. The pace of im- 
provement in future capabilities, 
therefore, should be greater than 
that to date, hence my conclusion 
that the record to date provides 


reasonable ground for the expec- 
tation that the industry will be 
equal to the challenge in the fu- 
ture. 


Government Uncertainty 

So much for resources, technol- 
ogy and costs. There remains gov- 
ernment policy and the inflation 
components of the prices of the 
hydrocarbon raw materials. Coal 
having suffered so severely in 
interfuel competition, the indus- 
try has the strongest of motives 
for maintaining whatever compet- 
itive advantage it has wherever 
it exists. This extends to pressure 
on the railroads not to increase 
their freight rates, so that the de- 
livered price of coal will not rise. 
The coal industry will be aided ‘in 
this regard by the potential threat 
of pipeline and _ conveyor-belt 


transport, which would surely 
materialize if the railroads were 
to attempt to solve their general 


financial problems at the expense 
of coal. 

However, the price of oil will 
be, as it currently is, very heavily 
dependent on government policy 
Crude oil prices in the U. S. to- 
day are maintained only through 
quota limitations on imports by 
the Federal government and pro- 
rationing of production by some 
states. Although the price of oil 
will be allowed to increase in 
line with whatever inflation oc- 
curs, any tendency for price to go 
beyond this point will certainly be 
met by a wider opening of the 
import valve. There are too many 
consumers of petroleum products 
in this country for a politician to 
allow oil prices to get out of 
bounds. Moreover, in adopting an 
import restriction policy, the Of- 
fice of Civil and Defense Mobili- 
zation was assigned the responsi- 
bility of keeping an eye on oil 
prices. 

The price of natural gas in in- 
terstate commerce is wholly de- 
termined by the government, since 
it is under direct government reg- 
ulation. The philosophy and action 
of the Federal Power Commission 
will thus be dominant. The in- 
crease in gas prices under FPC 
regulation to date has exceeded 


the pace of inflation, but recently 


there have emerged the signs 0l 
a policy abating this increase, 
perhaps by tying the price of nat- 
ural gas more closely to industry- 
wide, area-wide, or company- 
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wide costs. If cost is not going to 
rise faster than inflation, then 
neither will price under this pol- 
icy. 

There are, in addition, further 
constraints on the possible upward 
course of natural gas prices. It is 
hard to see how the future growth 
in demand for gas can be any- 
thing but less than the pace of 
that growth in the past. The past 
growth reflected the expansion of 
gas into wholly new regional 
markets and, nationally, into uses 
that had previously been the 
province of oil or coal. This ex- 
pansion, both geographically and 


competitively, is now virtually 
complete, and future’ growth 


should reflect only the growth of 
the economy. (This is like the 
child’s song about the train going 
up the mountain, “The upper it 
went, the downer it slowed.”) 

In addition, the rise in gas price 
to date has brought gas close to 
the competitive margin with the 
other fuels in many parts of the 
U. S. Although householders are 
probably willing to pay a consid- 
erable premium for the conven- 
ience of gas, industry counts the 
cents per Btu. 

For both gas and oil there is, in 
any event, the ceiling afforded by 
synthetic liquid fuels and gas from 
oil shale and coal. Gasoline from 
shale oil is claimed to be already 
competitive, on the basis of pilot- 
plant tests, with locally produced 
gasoline on the West Coast. There 
still exists a considerable gap be- 
tween the price of natural gas and 
the estimated price of synthetic 
gas. It is generally agreed that 
eventually synthetic gas will re- 
place natural gas, but as I see it, 
that time is so far in the future 
that nothing can yet be said as to 
the price at which this will occur. 

As can be seen, I’m an optimist. 
I have attempted to show that this 
optimism is not, however, un- 
founded. Some of my conclusions 
are directly contrary to the indi- 
cations of current trends, and even 
contrary to majority opinion. I 
repeat my belief that, in a sense, 
all bets are off concerning the 
predictability of the future on the 
basis of current trends, at least 
with respect to hydrocarbon raw 
materials chemical engineers 
should know. In their own field a 
decent trend scarcely has a chance 
to develop before you’re off on a 





new one, 

An address by Dr. Netschert before 
the annual meeting of the American 
Institute of Chemical Engineers, Lake 
Placid, N. Y. 

Bernstein to Admit 
PITTSBURGH, Pa.—On Jan. 1 
Sidney M. Feldman will become 


a limited partner in Bernstein & 


Co., Frick Building, members of 
the New York and Pittsburgh 
Stock Exchanges. 


To Be Kay, Richards 


Partner 


UNIONTOWN, Pa—On Jan. 1, 
William I. Bush will be admitted 
to Partnership in Kay, Richards 
& Co. Mr. Bush is Manager of the 
firm’s Uniontown office in the 
Gallatin National Bank Building. 


To Be Stern & Kennedy 


Partner 
Stern & Kennedy, 29 Broadway, 
New York City, members of the 


New York Stock Exchange on 
Jan. 1 will admit Thomas D. 
O’Brian, member of the Ex- 


change, to Partnership. 


Form Nat’! Retirement 


(Special to THE FINANCIAL CHRONICLE) 


SAN FRANCISCO, Calif. Na- 
tional Retirement Investment 
Company has been formed with 
offices at 111 Sutter Street, to 
engage in a securities business. 
Officers are Thomas W. Cordry, 
Jr., President; Frederick R. Duda 


and Bessie R. Star, Vice-Presi- 
dents; and Helen H. Cordry, Sec- 
retary and Treasurer. 


... The Commercial and Financial Chronicle 


Money Alone Cannot Assure 


A Nation’s EconomicGrowth GOVERNMENTS 


Continued from page 13 


Bretton Woods along with the 
Bank—has gained recognition as 
a most useful instrument for fi- 
nancıal order and stability. I am 
sure that the discussions at this 
meeting will indicate widespread 
interest in giving the Fund even 
greater resources and responsi- 
bilities. 


Case for Private Enterprise 

What about finance for private 
business in the developing areas? 
What is being done; what should 
be? 

Here again I have some posi- 
tive convictions. 

The first is that private busi- 
ness and private capital are natu- 
ral twins. The great developments 


of private enterprise have been 
nurtured on private, not public 
funds. In the long run business 


will not continue to be private if 
it depends unduly upon public 
credit. Furthermore, appropria- 
tions of public money are limited, 
and may well at any time be 
cut off, whereas private capital is 
an ever growing stream. Private 
capital is constantly refreshed by 
that generated within business 
and by the savings of the people. 

In the developed countries this 
flows constantly into use, into 
mortgages through savings insti- 
tutions and insurance companies; 
into bonds of utilities and indus- 
tries; and more and more into the 
shares of these enterprises. 

The ownership of business has 


attained fantastic proportions in 
the United States. Most of our 
large corporations have many 


more shareholders than employees. 
Mutual and pension funds and 
other collective investment insti- 
tutions represent the savings of 
tens of millions of Americans. 
Similar expansion of ownership 
is growing, not only in Europe, 
but in Latin America and some 
countries of Asia. 

I therefore maintain that an 
immense reservoir of private cap- 
ital exists throughout the world 
which can be tapped tor expand- 
ing production in the less devel- 
oped areas. 

But this capital must be en- 
ticed. It appriases the uncertain- 
ties and risks and expects ample 
potential rewards to balance these 
risks. 


However, there are several 
forces which are damming t-is 
potential flow 

There i; the threat of confisca- 


tion of property and rights. It is 
probably a conservative estimate 
that at least $509 million of pri- 
vate capital have been held back 
from investment in Latin America 
because of events in Cuba. 
There is the nationalism which 
in varying degree obstructs the 
import of foreign capital. 
There is the jealousy of 
businessmen who prefer 
monopolies, and resent the ap- 
pearance of foreigners who may 
supply the country with better 
products at lower prices. 


local 
their 


Subsidized Loans 
And finally, there are the low 
subsidized rates at which funds 
of both national and international 
institutions are loaned to some 
private business. 
A case can be made that in the 


general interest there is justifi- 
cation for transferring resources 
of the richer countries to those 


less fortunate for public purposes 
without too much regard to the 
cost of the money, It is more dif- 
ficult to justify such public funds 
being made available to private 
business, at rates far below those 
prevailing within these countries, 
thus giving selected businessmen 
an extra profit. 

Soundly operated business in 
these areas can be highly profit- 
able. It is nonsense to claim that 
good business cannot start and 


prosper without 
credits. 

Despite the usual provisions in 
the laws and regulations of public 
institutions, that in financing 
purely private enterprises (with- 
out government guarantee) they 
are not to compete with private 
investment capital, the fact is that 
they do. By giving low cost cred- 
its to one business firm they deter 
other borrowers from seeking 
funds in the private capital mar- 
kets. 

IFC is the only public institu- 
tion, either national or inter- 
national, which actually sets 
terms which are in line with those 
of private investment capital. 
Such terms are attracting private 
capital to join with us or to buy 
us out when the project has ma- 
tured. Now that the amendment 
of our Charter permits invest- 
ment in equity shares, we can be 
more effective both in supplying 
the most needed types of capital 
to new and expanding business to 
meet their legitimate needs, and 
at the same time providing the 
type of investment which is at- 
tractive to local and foreign in- 
vestors. 

I recognize the great economic 
strides which have taken place in 
so much of the developing world. 
At any earlier time this growth 
would have been accepted as 
phenomenal. But this is a rest- 
less, impatient age, and awaken- 
ing people are demanding im- 
mediate gratification of their de- 
sires. 

I am fully aware of the im- 
mense problems faced by you and 
the other leaders of the countries, 
many of them just now attaining 
responsible statehood, which are 
moving through the no-man’s land 
between the past and the future. 
No one can expect perfection in 
this difficult task. But the stakes 
are so high you cannot afford 
basic errors. Your countries do not 
have a surplus out of which to pay 
for major mistakes. 

I admit to being critical of 
much which I observe, of desiring 
improvement, But I believe that 
the problems can be solved if only 
people have the wish and the will. 


cheap foreign 


An address by Mr. Garner before the 
1961 meeting of the Board of Governors 
of the IFC, Vienna, Austria. Sent. 21. 1961. 


Devon Plans 
Names Officials 
BOSTON. Mass. — James R. 


Lewis, President of Devon Pians 
Corp., announces appointment of 


James B. Flynn and Mark T. 
Lerche as Regional Vice-Presi- 
dents. Prior to joining Devon 


Plans in July, Mr. Flynn had been 
associated in executive capacities 


with other leading fund distrib- 
utors. Mr. Lerche, who joined 


Devon in March, had been previ- 
ously affiliated with The Crosby 
Corp. as a wholesaler. 


Named Directors 
Arthur L. Carter and Sanford I. 
Weill, general partners in Carter, 
Berlind, Potoma & Weili, mem- 
bers of the New York Stock Ex- 
change, have been elected to the 
hoard of directors of Arista Truck 
Renting Corp., it is announced. 


Form Bedford Capital 


BROOKLYN, N. Y.—Bedfcrd Cap- 
ital Corporation has been formed 
with offices at 761 Park. Place, to 
engage in a securities business. 


Form Broad Street Assoc. 


Broad Street Associates, Inc., is 
conducting a securities business 
from offices at 20 Broad Street, 


New York City. 
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The Government market is closing 
out the year with yields at the 
highest levels for 1961. And ac- 
cording to predictions, there will 
be a further hardening of interest 
rates in the coming year. This will 
mean that prices of Treasury ob- 
ligations will move to lower areas 
than those currently prevailing. 
In addition, there appears to be 
practically no disagreement among 
money market specialists that this 
cost of obtaining the needed funds 
will move up to higher levels. 

It is the opinion of those who 
make up the money market group 
that the upward movement in 
interest rates will be paced by 
short-term Government issues 
with a 3% Treasury bill not to be 
too unexpected in the foreseeable 
future. Such a yield for the most 
liquid Government Obligation 
would most likely trigger an in- 
crease in the discount rate which 
in turn, would set in motion an 
increase in the prime bank rate 
and all other loaning rates. 


Higher Discount Rate Awaited 

It is very evident that the fi- 
nancial district as a whole seems 
to be pretty much reconciled to 
the upward trend of interest rates 
and is now talking about the time 
when the discount rate and the 
prime bank rate will be increased. 
The higher rates which the com- 
mercial banks can pay on saving 
and time deposits at the beginning 
of the year has been responsible 
in no small measure for the belief 
that the whole structure of inter- 
est rates will move up in time. 
There is no doubt but what the 
competition for saving and time 
deposits is having an effect on 
the investment policies of the 
commercial banks, since it is 
evident that these institutions are 
now very much interested in put- 
ting their funds to work. in so far 
as it is prudent and advisable to 
do so, in loans and investments 
which will yield them a higher 
rate of return than they have been 
getting. This is the way in which 
the cost of the higher rates for 
savings and time deposits will 
be met. 

Already there is evidence that 
in this search for more income the 
commercial banks have. stepped 
up and moved out in their pur- 
chases of tax-exempt bonds. In 
other words, in order to get more 
income on their tax-exempt ob- 
ligations the deposit banks are 
now larger buyers of the tax 
sheltered issues and at the same 
time the maturity date of those 
obligations which they are buying 
has been moved ahead in some 
cases from 10 years to as much 
as 20 or 25 years. This is one of 
the methods by which the com- 
mercial banks are now meeting 
the higher costs of the larger pay- 
ment which will be on savings 
and time deposits. 


Greater Loan Demand to Prevail 
As far as loans are concerned, 


there has not yet been any ap- 
preciable change in the volume 
even though there are expecta- 


tions that the demand for loanable 
funds will be increased as the im- 
proving business pattern unfolds. 
In addition to the regular needs 
of business for more money to 
carry on its operations because of 
the betterment in economic con- 
ditions, it is strongly indicated 
that consumer loans will also go 
ahead at a fair pace. Therefore, it 
would: be. very beneficial to the 
commercial banks if the discount 
rate and then the prime rate were 
to be increased. The upping of 
the Central Bank’s rate, along 
with the rate which the deposit 





banks charge their larger and 
best customers, would bring the 
whole structure of loaning rates 
upward. This would be a very 
important way in which these 
institutions would be offsetting 
the increase which would have 
been made in time and savings 
deposits rates. 


Loans are much more important 
to the commercial banks than are 
investments from 


an earnings 
angle and an increase in most 
loaning rates, even without the 


volume moving up, would have a 
very favorable influence on the 
revenues of the commercial banks. 
This might even bring about 
another change in the investment 
policies of these institutions. 


Higher Interest Rates Inevitable 

Even though there is practically 
no disagreement about higher in- 
terest rates among money market 
specialists, it is believed in most 
quarters that the rise which is 
expected will be slow and gradual. 
In addition, it seems as though the 
opinions around now are that the 
Federa] Reserve Board will not be 
inclined to do too much about 
changing existing conditions at an 
early date, unless there are un- 
foreseen developments. 


Nonetheless, it 
very evident that there are no 
supporters around in the money 
and capital markets of the opinion 
that money rates will not go up in 
1962. As a result the financial 
district seems to be just watching 
and waiting to see how high rates 
will eventually go in the money 
and capital markets. 


Lazard Fund 
Names Temple 


appears to be 


Alan H. Temple, former Vice- 
Chairman of the First National 
City Bank of 


New York, has 
been elected a 
director of The 
Lazard Fund, 
Inc.,it was an- 


nounced by 
Albert J. Het- 
Sin goer, -J tT: 
Chairman,and 
Richard H. 
Mansfield, 
President of 
the Fund. Mr. 


Temple re- 
tired trom the 
banklast 
September, 
after thirty years of service. 





Alan H. Temple 


Now Herman Diamond 


Bassock Arnold & Easton 


The firm name of Herman & 
Diamond, 26 Broadway, New 
York City, has been changed to 


Herman Diamond Bassock Arnold 
& Easton. 


Now B. J. Leonard Co. 


COLORADO SPRINGS, Colo.—B. 
J. Leonard and Company, Inc., 
415 North Tejon Street is contin- 
uing the investment business of 
J. R. Holt and Company. Leon- 
ard Bestgen is a Principal. 


Two With Hayden, Stone 


(Special to THe FINANCIAL CHRONICLE) 


LOS ANGELES, Calif.—Henry A. 
Boulanger, Jr. and Vartan A. 
Tombazian are now with Hayden, 
Stone & Co., 611 Wilshire Bivd. 
Mr. Boulanger was formerly with 
Hemphill, Noyes & Co.; Mr. 
Tombazian was with Binder & Co, 
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Long-Term Projections— 
Problems, Methods, Results 


Continued from page 15 


GNP. But the offset is not perfect. 
The projection of government 
product was predicated on the as- 
sumption that no productivity 
improvement could be assumed 
for public employees in the dec- 
ade ahead—that is, that real per 
capita wages of government em- 
ployees would, on the average, 
remain unchanged. The underes- 
timate of the gross private prod- 
uct was therefore not offset by an 
equal overestimate of the gross 
public product, giving the aggre- 
gate projection a downward bias. 
In view of the difficulty of pro- 
jecting the size of our armed 
forces, it seems to me little is 
gained by projecting separately 
the gross private and the gross 
public product (unless this break- 
down is needed for other reasons), 
and that estimates of GNP based 
upon aggregate public and private 
employment are sufficient. 

So far as private productivity 
is concerned, the NPA hit it right 
on the nose. It assumed that 
productivity, as measured by pri- 
vate product per manhour, would 
imcrease at 2.5% per year in the 
decade of the 1950’s. It arrived at 
this assumption of 2%% by not- 
ing that the average productivity 
gain since 1929 had been some- 
what in excess of 2% and that 
during the decade 1940 to 1950, 
the gain had been 2.7%. It seemed 
reasonable therefore to postulate 
2.5% for the future. During the 
past ten years, private produc- 
tivity has in fact increased at an 
uneven but average rate of 2.5% 
per year. 

In projecting average weekly 
hours of work the NPA was also 
successful. The decline in the 
workweek has been on the order 
of % of 1% per year compared 
with an assumed rate of 0.4%. 


The judgment on the NPA’s 


1960 aggregate GNP projection . 


would, I think, have to be favor- 
able. They missed most in es- 
timating the size of the civilian 
labor force and this not because 
of any error in their demographic 
projections but because they mis- 
judged the reduction in the size 
of our armed forces. Taking into 
account the “caveats” usually in- 
cluded in economic projections, 
the NPA can claim even greater 
success. It cautioned the reader 
that full employment projections 
for 1960 conceivably may lie 


TABLE I 


Retrospective Estimate of Full 
Employment GNP—1960 


Full Employment G.N.P.—Full Employment 
Work Force x Annual Output Per Worker 
at Pull Employment. 


I Full Employment Work Force, 1960 


million 

Civilian Labor Force_.......______ 70.6 
Frictional Unemployment (4%)_... 2.8 
Civilian Employment... 67.8 
I 2.5 
Pull Employment Work Force____ 70.3 


(Including Armed Forces) 


II Full Employment Annual Output 
EE eo eee $7,540 


III Full Employment G.N.P., 1970—=__ $530 
(70.3 million x $7,540) 

* Estimated on basis of trend value of 
output per man hour. Since it is not pos- 
sible to be very precise in this estimate, 
full employment G.N.P. probably lies within 
@ range of $525-$535 billion. 


TABLE I 


Civilian Employment—1960 


Full Employment Estimate Compared with 
N.P.A and Weinberg’s Projection. 


(millions of persons) 
Pull 


Employment Wein- 

Est. N.P.A.* berg* 

Total Labor Force 73.1 72.7 73.7 
Armed Forces... 2.5 3.5 1.7 
Civilian Lab. Force 70.6 69.2 72.0 


2.8 2.8 1.8 
(4%) (4%) (2.5%) 


—_—— 


Civilian Employm’t 67.8 66.4 70.2 


*Adjusted to reflect recent revision in 
labor force definition. 


Unemployment ___ 





within the range of $400 billion 
to $450 billion measured in 1951 
prices. The higher figure works 
out to a 1960 GNP of $535 billion, 
which is within the range of my 
full employment estimate. 


Dr. R. S. Weinberg’s Projection 


The second projection I would 
like to review was also con- 
structed in terms of 1951 dollars. 
This projection, by Dr. Robert S. 
Weinberg, appeared in the De- 
cember, 1953 issue of the Ameri- 
can Economic Review. 


Dr. Weinberg came up with a 
full employment estimate of 
$443.4 billion in 1951 prices, or 
$527.6 billion in 1960 dollars. This 
figure is almost identical with 
my retrospective estimate of a 
full employment GNP. 


Again, Dr. Weinberg’s estimate 
of the total labor force (see Table 
II) came close to the actual. 

Dr. Weinberg assumed that the 
armed forces would be sharply 
reduced, reaching only 1.7 million 
by 1960. Thus, he obtained a 
civilian labor force estimate 1.4 
million persons too high. This 
overestimate grew even larger 
when brought down to civilian 
employment since Dr. Weinberg 
assumed that frictional unemploy- 
ment would average no higher 
than 2%%. Thus, his civilian em- 
ployment figure turned out to 
be 2% million too high, resulting 
in an overestimate of GNP. 


Fortunately, built into Dr. 
Weinberg’s model, were several 
compensating errors. The drop in 
the average length of the work 
week was overestimated by nearly 
one-half hour. Furthermore, much 
as the NPA had done, Dr. Wein- 
berg failed to forecast any gain in 
real wages for employees in the 
public sector, thereby understat- 
ing the rise in the gross govern- 
ment product. Most important by 
assuming a drop in our armed 
forces to only 1.7 million. Dr. 
Weinberg foresaw a sharply de- 
clining contribution to total out- 
put by our military. Thus his 
overestimate of the gross private 
product was to some extent offset 
by the underestimate of the gross 
public product. (This is of course 
the exact reverse of the NPA 
projection where, as I have said, 
gross private product was under- 
stated as the result of an over- 
estimate of the armed forces). 
Once again, the refinement of 
aggregate GNP into the public 
— private sector did not pay 
off. 

Dr. Weinberg’s productivity as- 


TABLE MI 


GNP Projection to 1970 by 
NICB AND NPA 
Employment— NICB NPA” 
Total Labor Force______ 873 25.0 
Armed Forces__.._.____ 25 24 


Civilian Labor Force... 24 3 3s 
Unemployment _.._ 34 239 


Civilian Employment. 214 20.7 
Total Employment (Inc! 
Armed Forces)........ 24339 22.1 

Productivity Rise per 

Annum (percent). . 3.2 34 
Workweek (aver. annua! rate 

of decline) (percent)... 05 0.6 
G.N.P., 1970 (converted to 

1960 dollars, billions)... 3510 817 





*Judgment model. 


TABLE Iv 


Measures of Productivity 
Improvement 


(All G.N.P. figures in constant dollars) 
Average 
Annual 
1947 - 1960— Increase* 
G.N.P. + Total Manhours?t_- . 2.8% 
G.N.P. + Civilian Manhours 2.9 
Gross Private Product Private 
I OEA ko 
1950 - 1960— 
G.N.P. + Total Manhours+ S 
G.N.P. + Civilian Manhours f 
Gross Private Product Private 
I cineca ne 2.6 


2 


t 


4% 
3 


v 


t 





* Computed as the slope of a semi-log 
trend line. 
t Civilian employment plus armed forces. 
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sumption of 212% was the same 


as the NPA’s and came remark- 
ably close to the actual rise dur- 
ing the Fifties. 

One interesting device em- 
ployed by Dr. Weinberg was a 
chart showing the demand defi- 
cits implicit in selected unemploy- 
ment rates, or the reduction in 
GNP we might expect as the re- 
sult of a given percentage rise in 
the unemployment rate. In terms 
of 1960 dollars, Dr. Weinberg 
projected that a 5.5% rate of un- 
employment would create a de- 
ficiency in demand, or a reduction 
from the full employment level of 
GNP, of $17 billion. Thus, his 
cyclical estimate of 1960 GNP, 
allowing for a 5.5% rate of un- 
employment, was $509 billion, 
compared with an actual of $503.2 
billion. If made one year in ad- 
vance, such a forecast would be 
considered tolerably good. Made 
ten years in advance, it is strik- 
ing. 


Joint Economic Committee’s 
Projection 


I come now to the final post 
mortem — the widely used Joint 
Economic Committee print “Po- 
tential Economic Growth of the 
U. S. During the Next Decade,” 
prepared on the basis of 1953 data. 


In this instance, the projection 
ran to 1965, but we can neverthe- 
less interpolate and review the 
accuracy of the key variables— 
labor force, productivity, and 
hours. 


The GNP estimate, interpolated 
for 1960, comes to $510 billion, a 
figure which is again rather 
close to my retrospective full em- 
ployment estimate of $530 billion. 
The labor force was expected to 
reach 79 millién’ ‘by 1965;' which 
today appears a somewhat con- 
servative assumption. The armed 
forces were projected at 3 million, 
which exceeds the present size 
by one-half million. Frictional un- 
employment was assumed at 4%. 

The decline in the average 
workweek was projected at 0.8% 
per year which exceeds somewhat 
our recent experience. 

A comparison of all three pro- 
jections with the actual GNP for 
1960 and the imputed full em- 
ployment level shows none of the 
projections are really wide of the 
mark. This should at least dispel 
any popular notion that econo- 
mists never agree. This time they 
agreed on the results and they 
were substantially h 

If I the major 
reason for the success of these 
projections. I would point with- 

the accuracy of 
the productivity assumption. Un- 
doubtedly this assumption is the 
most critical of all the ingredients 
in an economic projection, since 
relatively percentage dif- 
ferences in productivity easily be- 
come multiplied into tens of bil- 


i 
I 
had to selec 


smal] 


lions of GNP dollars. Changing 
the hours worked by 1% produces 
less than a $10 billion change in 
GNP ten years hence. Changing 
the size of the work force 1% 
also affects GNP by less than $10 


million But changing the as- 
zf productivity growth 
oy only *2 of 1% results in chang- 
ing GNP by $50 billion. Thus the 
accuracy of any ten year projec- 
tion hinges to a large extent on 
the validity of the productivity 


mption c 


TABLE V 

Measures of Productivity Change, 
1947-1960 

Gross Nat. Prod.* Gross Priv. Prod.* + 


Tot. Manh'rs Work. Priv. Man’hrs Work. 


Annual % Annual % 
Year < Change $ Change 
1947 2.39 2.41 
1948 2.47 3.3 2.49 3.3 
1949 2.54 2.8 2.57 3.2 
1950 2.72 7.1 2.77 7.8 
1951 2.80 2.9 2.88 4.0 
1952 2.86 2.1 2.96 2.8 
1953 2.98 4.2 3.10 4.7 
1954 3.05 2.3 3.18 2.6 
1955 3.15 S.S 3.29 3.5 
1956 3.15 0.0 3.28 —0.3 
1957 3.24 2.9 3.38 3.0 
1958 3.27 0.9 3.41 0.9 
1959 3.42 4.6 3.58 5.0 
1960 3.45 0.9 3.62 Zo 


* Measured in 1960 dollars. 


assumption, and on this score, the 
three projections were outstand- 


ing. 


Questions Current Productivity 
Assumptions 

Reassured by the success of the 
earlier projections, more confident 
of their methods than ever, econo- 
mists have again reached substan- 
tial agreement on the outlook for 
GNP by 1970. This time, however, 
I have strong doubts about the 
validity of the productivity as- 
sumptions. 

Let me cite briefly two eco- 
nomic projections for 1970 which 
I have again selected as represen- 
tative of current projections. Both 
were published last year. 

One is by the National Planning 
Association, “Long Range Pro- 
jections for Economic Growth: the 
American Economy in 1970; the 
other by the National Industrial 
Conference Board, “Economic 
Growthinthe 1960’s, Prerequisites, 
Potentials, Problems.” The simi- 
larity of their assumptions and 
conclusions emerges from the 
following table: 


TABLE Ill 


The NICB assumes that 

(1) the total labor force will 
reach the higher of the Census 
projections for 1970; 

(2) unemployment will amount 
to 4% of the civilian labor force; 

(3) average weekly hours will 
continue to decline at the postwar 
rate; 

(4) output per manhour will 
rise by 3.2% per year. 

Result: GNP in 1970 will reach 
a total of $810 billion measured 
in 1960 purchasing power. 

The NPA assumptions and con- 
clusions are virtually identical. 
Although the labor force is ex- 
pected to rise to only 86 million 
compared to 87.3 million in the 
NICB projection, the estimates of 
total employment differ by only 
700,000. The reason for this 
smaller difference in the employ- 
ment estimate than in the labor 
force estimate lies in the fact that 
the NPA assumes frictional un- 
employment of only 3.5% com- 
pared with 4% for the NICB. 

So far as the important variable 
of productivity is concerned, the 
NPA is even more optimistic than 
the NICB, projecting it at a rate 
of 3.4%. This compares with a 
2'~% assumption in their projec- 
tion a decade ago. 

The GNP estimate derived from 
these assumptions is $817 billion, 
or just $7 billion higher than the 
model constructed by the Con- 
ference Board. 


Will these projections turn out 
to have been as accurate when we 
come to reflect on them ten years 
hence as those prepared a decade 
ago? 

It seems questionable to me 
whether the assumption of a 3.2 
or 3.4% rate of productivity im- 
provement will be realized. Both 
the NPA and the NICB base their 
assumption on the experience of 
the entire postwar years. It is 
true that productivity showed a 
gain of roughly 3% between 1947 
and 1960 and slightly higher be- 
tween 1947 and 1959, the latest 
year available to the NPA. 


TABLE IV 


But a closer examination of the 
figures reveals that the average 
for the entire postwar period is 
misleading. During the past ten 
years, the average rise of produc- 
tivity was only on the order of 
2.5%. This is of course the reason 
why the projections made in 1951, 
which were, after all, based on a 
2.5% productivity assumption, 
turned out to be so accurate. The 
difference between the 3.2% rate 
of growth in private productivity 
between 1947 and 1960 and the 
2.6% growth between 1950 and 
1960 is largely due to the very 
steep gain in productivity between 
1949 and 1950. In 1959, private 
productivity rose by almost 8%. 
Thus, by measuring from 1947, 
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we start from a very low base and 
permit the high rate of produc- 
tivity gain in 1950 and toa lesser 
extent in 1951 to significantly 
affect the average. (See Table V). 
If we begin to measure produc- 
tivity in 1950, however, we start 
at a higher level, thereby reduc- 
ing the slope of the semi-log 
trend. 

In our projections for 1970, I 
do not believe we should rely so 
heavily on the experience of the 
early '50’s when, we would all 
admit, basic economic conditions 
were substantially different fiom 
those which will confront us in 
the decade ahead. Had the NPA 
and NICB again assumed a 2.5% 
rate of productivity gain, their 
GNP estimate would have been 
almost $100 billion lower. ° 


Reasons for Disagreement 


Thus, my first conclusion is that 
the near 312% productivity as- 
sumption is unrealistic in the light 
of historical precedent and is un- 
likely to be achieved. 

A second factor likely to pro- 
duce a rate of GNP growth below 
the projected level is the growth 
of our labor force which promises 
to be very rapid indeed. It may 
seem odd to postulate that a rapid 
growth in our work force will 
moderate economic growth. On 
the one hand, of course, the 
growth in employment enlarges 
potential output but this factor 
has already been built into the 
projection models. On the other 
hand, a rapid growth in our labor 
supply may discourage capital in- 
vestment and final demand. 

During the 1960’s, we will see 
an unprecedented expansion in 
our population aged 20-24, reflect- 
ing the bulge of birth rates dur- 
ing the early postwar years. Our 
total labor force will grow by 
nearly 20%. 

During the 1950’s, our labor 
force grew by less than 13° with 
the age groups 20-34 actually de- 
clining in number. Labor was one 
of our scarce resources. At the 
same time that employers were 
hard pressed to fill job vacancies, 
the demand for final products was 
unusually insistent. Automobiles, 
appliances, housing, steel, and 
capital goods were in heavy de- 
mond. This heavy demand re- 
sulted not only from prosperity 
levels of income but also trom a 
pent-up demand which had its 
roots first in the years of depres- 
sion and then in the war years of 
rationing and the postwar years 
of shortages. The concurrence of 
strong consumer demand and a 
short labor supply induced a great 
deal of capital investment, espe- 
cially of the labor-saving type. 

This constellation of circum- 
stances favorable to economic 
growth will not prevail in the 
decade of the 60’s. No longer can 
we count on the stimulation of a 
backlog of demand to spur capital 
investment. No longer can we 
count on a shortage of labor to 
elicit labor saving equipment on 
the same scale as in the past. In- 
stead, we must consider the pos- 
sibility of a slowing in the rate 
of productivity improvement as 
(1) the demand for consumer 
goods loses the support of accu- 
mulated backlogs. and (2) the 
rapid growth of the labor force 
exerts less upward pressure on 
wages and thereby calls forth less 
of the labor economizing types of 
investment. Even with tax incen- 
tives to induce employers to ex- 
pand their capital plant and to 
economize on the use of labor, I 
am skeptical of the assumption 
that productivity in the coming 
decade will reach an average level 
unattained during the decade past. 
The factors of consumer demand 
and labor supply appear to me 
just too fundamental to be ig- 
nored. 

What I am saying is not in- 
tended to indicate pessimism 
about our future and I certainly 
do not subscribe to any notion of 
secular stagnation. I believe, how- 
ever, that current projections of a 
GNP growth of 4.3% from the 
1960 full employment level are 
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overly optimistic and that a real 
growth of GNP more in line with 
the 3% experienced in the 1950’s 
is probable. 


Definition of Full Employment 


Finally, I would like to add a 
few words about the definition of 
full employment or frictional un- 
employment. The NPA assumes 
unemployment no greater than 
3.5%, the NICB, 4%. 

Unemployment has not 
aged 4% of the civilian labor 
force since April, 1957. Perhaps 
the recent high rates of unem- 
ployment can be ascribed solely 
to cyclical forces but there is also 
the possibility that we have ac- 
cepted too low an unemployment 
rate in our definition of frictional 
joblessness. Much concern is being 
expressed in official Washington 
about the incréase in “hard core” 
or structural unemployment, 
about the plight of persons chron- 
ically without jobs who cannot 
hope for better things even with 
economic recovery, about the 
heavy concentration of unemploy- 


aver- 


ment, especially among the un- 
skilled and semi-skilled, the 


young and inexperienced, the un- 
derrrivileged and minority groups 
of the country. This is what Pro- 
fessor Clarence Long last year 
called the problem of rising “pros- 
perity unemployment.” Perhaps 
the projectors of GNP should 
henceforth make allowance not 
only for frictional unemployment, 
which is usually of short dura- 
tion, but for the kind of long-run 
unemployment which results from 
the complete automation of as- 
sembly lines, the computerization 
of clerical work, and the mechan- 
ization of farms. 


I recognize of course that struc- 
tural unemployment, though it 
often seems chronic, is not inevi- 
table. If the displaced steel work- 
er and the unemployed coal miner 
could be retrained and relocated, 
if our work force could somehow 
be made more responsive to the 
changing needs of employers, 
structural unemployment would 
be reduced. But in preparing our 
GNP projections we ought not 
simply to ignore the possibility 
that unemployment will range 
higher than the 312% - 4% as- 
sumed by the NPA-NICB, and 
that GNP will be correspondingly 
less. 


My warning therefore is to 
guard against overly mechanical 
extrapolations of the three fun- 
damental factors of economic 
growth — productivity, employ- 
ment and hours. We have already 
closed the chapter on the postwar 


years of pent up demands and 
labor shortages. Productivity is 
unlikely to exceed the 242% of 


the past 10 years and unemploy- 
ment may well average higher 
than the widely assumed frictional 
level of 4%. 

The optimistic projections to 
1970 serve, however, one very 
useful purpose. They define the 
kind of economic growth we could 
achieve if we deliberately and 
consciously shaped our national 
policies to that end. For it is only 
by boosting productivity substan- 
tially above levels we have been 
# able to sustain for protracted pe- 
riods in the past that the opti- 
mistic prognostications stand a 
chance of faring better than Mr. 
Boyd’s a hundred years ago. 

At the present time, assuming 
no intensification of the cold war 
and a much larger defense effort 
than is now planned, nor the in- 
auguration of major new national 
policies to stimulate productivity, 
I would cast my ballot for a GNP 
of $700 billion 10 years hence, 
expressed in 1960 dollars, based 
on a 212% rate of productivity 
and a 5% rate of unemployment. 





*An address by Dr. Freund before the 
Annual Forecasting Conference of the 
American Statistical Association, New 
Yerk City, held last Spring, New York 
City. A recapitulation cf. these points 
appeared in the October issue of Chal- 
lenge — The Magazine of Economic Af- 
fairs, a publication of New York Univer- 
sity. 
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Mortgage Market Financing SECURITY SALESMAN’S 
CORNER BY JOHN DUTTON 


Your Time Means $ to You! 


And Real 


Continued from page 5 

need to emphasize this orientation 
to a greater extent and consider 
its implications. 

The report of the Savings and 
Loan League’s Committee on 
Trends and Economic Policies in- 
cludes several significant observa- 
tions relative to market changes. 
First, the total volume of market 
activity of all kinds is as great as 
Was anticipated by many of the 
optimistic forecasts that were 
made in 1959 and 1960 and that 
often were presented under some 
such title as “The Soaring Sixties.” 

Within the total volume of 
market activity, however, signifi- 
cant changes have occurred which 
contrast with previous expecta- 
tions. For example, estimates of 
expenditures for consumer dura- 
bles, particularly automobiles and 
houses, have proved to be too high 
while estimates for expenditures 
of services have proved to be too 
low. Basic shifts in consumer at- 
titudes may be taking place. They 
may be influenced by changes in 
the age distribution of the popula- 
tion, lower rates of household 
formation, the high level of home 
ownership that has been achieved, 
automation and its varying im- 
pacts on employment, the per- 
sistence of a large unemployment 
problem, the difficulties of dis- 
tressed areas, and the tensions and 
uncertainties arising out of the 
international situation. We need 
to study these changes and their 
implications for the future. 


Special Problems 


Second, with reference to the 
housing and home financing mar- 
kets, we appear to be involved in 
some significant changes. We have 
not as yet analyzed as carefully 
as we should the rapid rise in the 
construction of multi-family hous- 
ing. Special purpose housing, such 
as housing for the aged, is pre- 
senting new market dimensions. 
Recent stability of construction 
costs may be having significant 
phychological impacts on present 
and potential home buyers. Many 
present homeowners find them- 
selves “locked in” with respect to 
their investment. It is difficult for 
them to trade out their properties 
for other accommodations. While 
progress in the solution of the 
problem of trading equities has 
been made, this is an area worthy 
of special attention. 

Third, certain basic shifts may 
be occurring in the savings field. 
We have gone through a period of 
rising interest rates. There are 
uncertainties as to the trend of 
interest rates over the next three 
to five years. They may tend to 
stabilize, for example, as some 
students of the subject are now 
suggesting. Our capacity for sav- 
ing may not be great enough to 
make available more than re- 
quired funds for economic growth 
and expansion. 

In short, the markets of the 
middle 1960s, may be taking on 
“a new look.” The time to study 
these markets and their potential 
implications is here. The gearing 
of management plans and pro- 
grams to potential market changes 
has already been practiced by a 
number of savings and loan 
executives. A good example is 
presented in A. D. Theobold’s 
recent article in Savings and Loan 
News. 

The work of the U. S. Savings 
and Loan League under the able 
direction of Norman Strunk has 
made significant strides along 
these lines. The League is serving 
this business in much the same 
way that central management 
planning departments and com- 
mittees are now serving many of 
our large corvorations. While we 
tend to emphasize the League’s 
contribution to the business in 


Estate Trends 


terms of its legislative programs, 
its major contributions in the 
years ahead may come in the 
fields of management and in man- 
agement education. 


Highly Knowiedgeable 
Management 


The demands of the years ahead 
will call for a highly sophisticated 
management—not sophisticated in 
the sense of the typical college 
sophomore, but in the sense of 
the more complex missiles that 
we are now using for space ex- 
ploration. The League is making 
available economic consultants, 
accounting advice, legal counsel, 
advertising and public relations 


services, special assistance’ in 
such fields as urban renewal, 
labor law and taxation. These 


and other services are pointing 
the way toward a more sophisti- 
cated management. 

In order to cope with the prob- 
lems of 1962 and the following 
years, many of our management 
“rules of thumb” need to be put 
to the test of objective analysis. 
We need to be alert to new busi- 
ness opportunities. For example, 
we cannot afford to wait until 
the single family housing field ex- 
pands again in the later 1960s 
before trying to expand our own 
business volume. If we do, we run 
the same danger that the auto- 
mobile industry ran in ignoring 
the small car market for as long 
as it did. 

Our estimates suggest that 1962 
should be..a favorable and an 
interesting year full of the types 
of problems that will provide 
both challenging and rewarding 
work. I know that these problems, 
will be met with vigor and 
enthusiasm. I hope you will also 
begin to meet them as more 
highly sophisticated managers in 
a period that is characterized by 
more highly sophisticated con- 
sumers, government programs and 
missiles. 





*An address by Dean Weimer at the 
annual U. S. Savings and Loan League 
Convention, Chicago, II. 


With Peters, Writer Firm 


(Special to THE FINANCIAL CHRONICLE) 
DENVER, Colo. — Bernard L. 
Woody has become affiliated with 
Peters, Writer & Christensen, Inc., 
724 Seventeenth Street. He was 
formerly with Currier & Carlsen, 
Inc. and Lowell, Murphy & Co., 
Inc. 


Form Income Development 
Income Development Corporation 
of America has been formed with 
offices at 60 East 42nd Street, 
New York City, to engage in a 
securities business. Harry N. 
Wessel, Jr. is a Principal of the 
firm. 


Grant, Jones Branch 


MONTGOMERY, Ala.—Grant, 
Jones & Company, Inc. has opened 
a branch office at 708 Wesley 
Drive under the management of 
Frank R. Sutcliffe. 


Electronic Inv. Secs. 
FORT LEE, N. J. — Electronic 
Investment Securities has been 
formed with offices at 2339 Route 
4, to engage in a securities busi- 
ness. Partners are William J. 
Mitchell and E. L. Mitchell. 


Form Ednor Investing 
WANTAGH, N. Y.—Ednor Invest- 
ing Corp. has been formed with 
offices at 2079 Wantagh Avenue, 
to engage in a securities business. 

Officers are Edwin Shafier, 
President and Treasurer, and Nor- 
man J. Rosenthal, Vice-President 
and Secretary. 











The most valuable asset any 
salesman has is his time. Figure 
it out for yourself and you will 
find that you normally only have 
the hours between 9 a.m. and 
noon, and from 1 to 5 o’clock in 
the afternoon, when you can call 
to see people. This gives you 
about seven daylight hours each 
day for the actual solicitation of 
business. . If you work five full 
days a week, you then have only 
35 hours to contact and work with 
clients. However, if you will add 
two luncheon dates a week, and 
you spend four more hours on 
evening interviews, you will still 
have only 41 hours a week which 
can be used for consultation with 
clients and sales work. Even if 
you add four hours on Saturday, 
this brings the total time to 45 
hours a week that a salesman can 
use for contacting customers. 


But as you well know, these 45 
hours are not all free time that 
can be devoted to the production 
of business. There is time which 
must be spent in traveling. If you 
are a mutual fund salesman, or 
selling unlisted and investment 
type securities in a rural area, the 
travel time might add up to at 
least two hours or more of your 
day. In the city, if you are a 
salesman who does not sit in his 
office and service clients over the 
telephone, the travel time may 
also require from one to two 
hours a day, or more. Even if you 
are a registered representative in 
a busy stock exchange office, 
much of your time must be de- 
voted to keeping abreast of the 
news, watching the market, read- 
ing the latest advices from your 
wire system, and servicing cus- 
tomers apart from their regular 
buying and selling activities. 

On an average, it would be a 
fair estimate, I believe, to allo- 
cate about 10 hours a week to 
time that is not used for consul- 
tation and sales procedure; re- 
gardless of how and where a 
security salesman conducts his 
activities. Deduct these 10 hours 
and all that is left, even if a se- 
curity salesman works on Satur- 
day seeing clients, is 35 hours a 
week. 

During the year, there are also 
about two weeks of holidays 
which are observed in the invest- 
ment business, and most salesmen 
take at least a two week vaca- 
tion. Here, then, are another two 
hours a day that during the year 
will be subtracted from your 
available selling time. This cuts 
you down to about 33 hours a 
week that are available to you, 
even if you have some sales in- 
terviews at night, on Saturdays, 
and arrange two luncheon ap- 
pointments a week. 


Time for Preparation 


But we still have not included 
time that must be spent in mak- 
ing appointments, for doing cleri- 
cal work, for important record 
keeping, and for reading and 
study of situations, markets, and 


the making out of reports, and the 
dictation of necessary corre- 
spondence. If you spend an hour 
between 9 and 10 each morning 
for this purpose, you must deduct 
another five hours each week 
from your selling time. You now 
have only 28 hours a week for 
actual selling, field work and the 
servicing of customer’s accounts 
directly related to the purchas- 
ing and selling of securities. 
Working six days a week, nights, 
and during lunch time, you actu- 
ally have about five and a half 


hours a day when you are free 
to go out and do business. 


Plan Your Time and Place 
A Value on It 

When you ask the men who 
have made an above+taverage suc- 
cess in the selling field, you will 
find that all of them are keenly 
aware of the value of their time. 
Nearly all of them are planners. 
They set up each day and they 
know where they are going. If 
they work outside their office, 
they make their appointments on 
a set schedule, and if they are 
seated at their desk, they allocate 
a certain hour to do their book 
work, reading, and record keeping 
before they begin active consulta- 
tion with clients. Five hours can 
be added to your actual selling 
time each week by doing your 
necessary record keeping before 
9 in the morning. Small accounts 
that require too much service for 
the compensation received should 
be turned over to junior sales- 
men, and this will often be help- 
ful to your associates who are 
starting out in the business, and 
release your time for the cultiva- 
tion of more profitable business. 

I have never believed that a 
salesman should concentrate on 
large accounts to the exclusion of 
other business. A diversified cli- 
entele is much sounder than one 
consisting of only a few large ac- 
counts, but when you allocate the 
limited time available every day 
that a salesman can devote to the 
actual production of business, he 
is much more effective spending 
his time where it will bring him 
larger rewards for the same 
amount of effort. This is a matter 
of pure economics. Time wasted 
is money wasted. When you real- 
ize how few are the hours you 
can devote to the actual produc- 
tion of business every week, you 
rightfully should place a high 
value upon every minute of your 
time and use every one of them 
to the best advantage. 


Currie V.-P. of 
Union Service 


Stanley R. Currie was elected a 
Vice-President of Union Service 
Corp., 65 Broadway, New York 
City, at a meeting of the board of 
directors, according to Francis F. 
Randolph, Chairman and Presi- 
dent. Union Service provides in- 
vestment research and adminis- 
trative services on an _ at-cost 
basis to Tri-Continental Corp. and 
the Broad Street Group of Mu- 
tual Funds—Broad Street Invest- 
ing Corp., National Investors 
Corp. and Whitehall Fund, Inc. 

As Vice-President, Mr. Currie 
will assist in the planning and 
supervision of the work of the 
investment research and adminis- 
trative staffs which serve Tri- 
Continental and the Broad Street 
Group of Funds. 


Sutro Bros. Co. 
To Admit Partner 


Sutro Bros. & Co., 80 Pine Street, 
New York City, members of the 
New York Stock Exchange, on 
Jan. 4, will admit Albert J. Eisen- 
berg to partnership. 


With Walston Co. 


(Special to THe FINANCIAL CHRONICLE) 
SAN FRANCISCO, Calif. — Wil- 
liam F. Gahr is now connected 
with Walston & Co., Inc., 265 
Montgomery St. He was formerly 
with Hooker & Fay, Inc. 
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half production surge. General 
business conditions are moving 
ahead rapidly, so strike-hedging 
comes on top of rapidly increas- 
ing demand for steel. 

In addition, many steel con- 
sumers believe the contract set- 
tlement will be followed by a 
steel price increase. This increases 
the incentive to build inventories. 

The Iron Age says the current 
buildup is running a full month 
ahead of the pickup that preceded 
the 1959 steel negotiations. The 
current rate of production—in the 
last week of December—was not 
reached until February of 1959. 

The present rate of production, 
if continued through the first 
half of 1962, would result in about 
57 million tons. And this rate has 
been reached without support of 
large orders for oil country goods, 
freight car production, pipe job- 
bers, and miscellaneous users. 

When these consumers come 
into the steel market, the produc- 
tion rate will have to go up. This 
accounts for the forecast of pos- 
sibly 65 million tons of steel pro- 
duced in the first half of the year. 


SteeImakers Trim Production 
During Christmas Week 
Steelmakers are trimming pro- 
duction slightly during the 
Christmas week to cut down on 
overtime pay and to repair fur- 
naces that will be working close 
to capacity for the next six 

months, Steel magazine said. 

This week’s output will be 
slightly lower than the 2,230,000 
tons of ingots that the metalwork- 
ing weekly estimates the industry 
produced last week. It was the 
largest weekly tonnage poured 
since the week ended April 23, 
1960, when 2,238,090 tons were 
made. 

Output during December will 
be at least 9.7 million ingot tons. 

Both of metalworking’s chief 
consumer outlets, the auto and 
appliance industries, are on an 
upswing which is expected to 
continue strongly into 1962. The 
outlook (1962 vs. 1961): Car out- 
put is expected to be up 17 to 
24%; truck output, up 8 to 10%; 
appliance output, up 5 to 10%. 

High rates of auto and appliance 
production will also influence 
spending decisions on industrial 
commodities, consuiner goods, and 
capital equipment: 

Steelmakers- have been prepar- 
ing for a surge of demand in the 
first quarter by stockpiling semi- 
finished material. 

Scrap dealers are anticipating a 
substantial rise in orders next 
month. The market undertone 
seems stronger even though Steel’s 
scrap price composite on the No. 1 
heavy melting grade stayed at 
$34.33 a gross ton last week. 

The aluminum market is ex- 
pected to gain in 1962 despite the 
uncertainties present in a year of 
major labor negotiations. Most 
contracts expire on July 21. 

Steel magazine says to look for 
shipments to jump at least 10% 
over the 1961 total (around 2.4 
million tons) and reach a new 
high. Sparking the rise: 


(1) More autos will be built, 
using more pounds of aluminum 
per car than ever. 

(2) Shipments to the building 
industry will be higher. 

(3) Packaging, aluminum’s fast- 
est growing market, wili continue 
to spurt. 

(4) Uses in railroad rolling 
stock, ofl country pipe, and ord- 
nance will gain. 

(5) A bigger export market is 
in store, 

Prices look stable. Top alu- 
minum people would like to see 
the ingot price go back to the 
26 cent a pound level, which they 
term “fair and reasonable,” but 
they admit that the current price, 
24 cents, is “more realistic” under 
present market conditions. 

Prospects for. magnesium in 


1962 are brightening, too. Steel 
says to look for primary mag- 
nesium production to hit around 
60,000 tons, the highest mark since 
1957. A decline in military orders 
has been pretty much offset by 
increasing acceptance of magnesi- 
um in industrial and consumer 
uses. 


Steel Production Data for the 
Week Ended Dec. 23, 1961 


According to data compiled by 
the American Iron and Steel In- 
stitute, production for the week 
ended Dec. 23, 1961, was 2,225,000 
tons (*119.4%), or 1.1% above 
the output of 2,200,000 (*118.1% ) 
in the week ended Dec. 16. 

Production this year through 
Dec. 23, 51 weeks, amounted to 
95,536,000 (*100.6), or 18% be- 
low the period through Dec. 24, 
1960. 

The year to cate production for 
1969 through Dec. 24, 1960, 51 
weeks, was 97,310,000 tons or 
(*102.4%). 

The Institute concludes with 
index of Ingot Production by 
Districts for week ended Dec. 23, 
1961, as follows: 

Index of Ingot 
Production for 


Week Ended 
Dec. 23, 1961 


North East Coast 113 


Buffalo -- 116 
Pittsburgh 3 113 
Youngstown 102 
Cleveland ž 132 
Detroit Š s 141 
Chicago > - 130 
Cincinnati 139 
St. Louis te 131 
Southern __- zG RER 
Western __-_-_- 113 
Total y 119.4 


Index of production based on average 
weekly production for 1957-1959. 


Auto Production Rises 28.4% 
Over Same 1960 Week 


Auto production in the U. S. 
during December will be the 
highest on record for the month, 
since 1955, climaxing the second 
best fourth quarter in history for 
the industry, Ward’s Automotive 
Reports said. 

The statistical agency said that 
production this month will reach 
€25,000 units, a 19.5% rise over 
the same month of 1960. Fourth- 
quarter output thus will be about 
1.828.500 passenger cars, 5.1% 


more than were assembled in the 


year and 
1,949,000 
three 


same period of last 
topped only by the 
turned out in the final 
months of 1955. 

Ward’s estimated entire 1961 
calendar year output at 5,515,000, 
a 17.6% cecline from 6,696,108 in 
1960, but pointed out that some 
42% of that number, or 2,325,000, 
are of 1962 model design. 

The 625,000 cars expected to be 
built by month’s end will be 
fewer than the 646,015 built in 
November only because of the 
upcoming holidays. Car makers 
eliminated Saturday overtime 
from schedules, and only a four- 
day session is in prospect next 
week. But beginning Jan. 2, the 
industry has planned one of its 
busiest first quarters in history. 

Output for the week ending 
Dec. 22 was estimated at 147,545 
cars, a 10.7% decline from the 
year’s high of 165,219 last week, 
but 28.4% above 114,941 in the 
same year-ago period. 

Some assembly workers con- 
cluded operations for the week on 
Friday, Dec. 22 and the entire 
industry was idle on Saturday, 
Dec. 23. At least five plants are 
closed this week, as Chrysler 
Corp. calls a holiday cessation at 
Dodge and Plymouth plants. 

Truck production during De- 
cember is at its highest level since 
1952 when the industry’ was 
swamped with a backlog of orders 
due to military needs of the Ko- 
rean War. Well over 100,000 units 
will be produced in the month. 

Truck making in entire 1961 


oie Peete gi 
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will lag but 5.9% behind 1960. 
Fourth-quarter output of trucks, 
approaching 310,000 units, will be 
only about 2,000 units under t=_ 
high for the period established in 
1955. 

Of the week’s passenger car 
production. General Motors ac- 
counted for 48.8%; Ford Motor 
Co. 30.3%; Chrysler Corp 13.1%; 
American Motors 6.1% ; and Stude 
baker-Packard 1.7%. 


Pre-Christmas Dip in Failures 
For Week Ended Dec. 21 


Commercial and industrial fail- 
ures dropped to 173 in the week 
ended Dec. 21, from 306 in the 
preceding week, reports Dun & 
Bradstreet, Inc. Casualties ran 
considerably lighter than last year 
when 253 occurred in 1960. Busi- 
ness failing in the current week 
ran some 67% below the prewar 
level of 249 registered in the cor- 
responding week of 1939. 

Failures involving liabilties of 
$100,000 or more dropped to 20 
from 31 a week ago and 21 last 
year. There were also declines 
among smaller casuaities with 
losses under $100,000 to 153 from 
275 in the previous week and 232 
in the similar week of 1960. 

Failures declined from the prior 
week in all of the five broad in- 
dustry and trade groups, with the 
most noticeable dips among re- 
tailers, down to 74 from 143, and 
manufacturers down to 38 from 
62. Fewer concerns succumbed 
than a year ago in all industry 
and trade groups. 

Of the nine regions, only Moun- 
tain States reported increases 
from the prior week. The most 
appreciable decreases occurre’ in 
the Middle Atlantic region, Guwn 
to 45 from 96, in the South Atlantic 
region, down to 13 from 56, and in 
the East North States down-to 27 
from 56. In all except one region, 
the Mountain. States, business 
mortality dipped below last year’s 
levels. 

Canadian failures dropned to 6 
from 25 in the preceding week 
and 23 in the similar week a year 
ago. 


Electric Output 7% Higher 
Than in 1960 Week 

The amount of electric energy 
distributed by the electric light 
and power industry for the week 
ended Saturday, Dec. 23, was 
estimated at 16,630,000,000 kwh., 
according to the Edison Electri¢ 
Institute. Output was 365,000,000 
kwh. below that of the previous 
week's total of 16,695,000,000 kwh. 
and 1,095,000,000 kwh., or 7% 
above that of the comparable 1960 
week. 


Lumber Shipments Were 3% 
Be_ow Same Week in 1960 


Lumber shipments in the United 
States in the week ended Dec. 16, 
totaled 211,334,000 board feet, 
compared with 213,829,000 board 
feet in the prior week, according 
to reports from regional associa- 
tions. A year ago the figure was 
200,386,000 board feet. 

Compared with 1960 levels, out- 
put climbed 5.5% while shipments 
fell 3% and orders rose 3.2%. 

Following are the {figures in 
thousands of board feet for the 
weeks indicated: 

Dec. 16 Dec.2 Dec.17 
1961 1961 1960 
211.334 213,829 200,386 
195,851 207,434 202,004 
200,222 200,028 194,028 


Production 
Shipments 
Oraers 


Freight Carloadings Dropped 4.9% 
Below Corresponding Week 
Last Year 

Loading of revenue freight in 
the week ended December 16 
totaled 532,853 cars, the Associa- 
tion of American Railroads an- 
nounced. This was a decrease of 
27,749 cars or 4.9% below the 
preceding week and reflects the 
usual seasonal decline in car 
loadings. 

The loadings represented an in- 
crease of 46,804 cars or 9.6% 
above the corresponding week in 
1960, but a decrease of 82,480 cars 
or 13.4% below the corresponding 
week in 1959. 


There were 12,509 cars reported 
loaded with one or more revenue 
highway trailers or highway con- 
tainers (piggyback) in the week 
ended Dec. 9, 1961 (which were 
included in that week’s over-all 
total). This was an increase of 
1.572 cars or 144% above the 
corresponding week of 1960 and 
an increase of 3,879 cars or 44.9% 
above the 1959 week. 

Cumulative piggyback loadings 
for the first 49 weeks of 1961 to- 
taled 558,980 for an increase of 
32,112 cars or 6.1% above the 
corresponding period of 1960 and 
164,090 cars or 41.6% above the 
corresponding period in 1959. 
There were 58 class I U. S. rail- 
road systems originating this type 
traffic in the current week com- 
pared with 53 one year ago and 
50 in the corresponding week in 
1959. 


zntercity Truck Tonnage Was 
21.9% Ahead of Same Week 
Last Year 

Intercity truck tonnage in the 
weck ended Dec. 16 was 21.9% 
ahead of volume in the corre- 
sponding week of 1960, the Ameri- 
can Trucking Associations an- 
nounced. This sizable gain was 
largely attributable to unusual 
tonnage increases at a number of 
Eastern terminal cities affected 
by severe weather conditions dur- 
ing this week last year. Truck 
tonnage was 4.3% below that of 
the previous week this year. 

These findings are based on the 
weekly survey of 34 metropolitan 
areas conducted by the ATA De- 
partment of Research and Trans- 
port Economics. The report re- 
flects tonnage handled at more 
than 400 truck terminals of com- 
mon carriers of general freight 
throughout the country. 

The terminal survey for last 
week showed increased tonnage 
from a year ago at 31 localities, 
while three points reflected ton- 
nage decreases from the 1960 
level. 

Compared to the immediately 
preceding week, four metropoli- 
tan areas registered increased 
tonnage, while 30 areas reported 
decreases. The week - to - week 
findings follow the pattern of 
generally declining tonnage which 
has been found at this season in 
previous years. 


Due to the Christmas Holiday, 
the - Wholesale: Comnrodily *Price 
Index figures were not available: 


Wholesale Food Price Index 
Inches Higher but Still 
Below Last Year 
The Wholesale Food Price Index, 
compiled by Dun & Bradstreet, 
Inc., continued to move up frac- 
tionally, but remained below 
comparable 1960 levels for the 
14th straight week. On Dec. 26, 
the index inched up 0.2% to $5.98 
from $5.97 in the preceding week 
although it was 2.9% lower than 
the $6.16 registered in the similar 

week a year ago. 

Foods quoted higher in whole- 
sale cost this week were barley, 
hams, cheese, sugar, cottonseed 
oil, potatoes, steers, and hogs. De- 
clines, on the other hand, oc- 
curred in only five items: wheat, 
beef, lard, cocoa, and eggs. 

The Dun & Bradstreet, Inc., 
Wholesale Food Price Index 
represents the sum total of the 
price per pound of 31 raw food- 
‘stuffs and meat in general use. It 
is not a cost-of-living index. Its 
chief function is to show the gen- 
eral trend of food prices at the 
wholesale level. 


Chris'mas Buying Forges Ahead 
For Week Ended Dec. 20 


Shoppers stepped up purchases 
to a fast pace in the week ended 
Wednesday, Dee. 20, lifting total 
retail volume well ahead of a year 
ago. There were, however, wide 
regional Variations ranging from 
record climbs on both coasts to 
some dips in the Midwest. Sub- 
stantial gains were chalked up in 
toys, women’s accessories, linens, 
housewares, and entertainment 
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equipment. On the other hand, 
activity in men’s wear was mixed, 
held even in furniture. Sales of 
autos slowed somewhat. from the 
record daily rates of November 
although they compared favorably 
with last year’s levels. 

The total dollar volume of retail 
trade in the week ended Wednes- 
day, Dec. 20, ranged from +2 to 
6% higher than a year ago, ac- 
cording to spot estimates collected 
by Dun & Bradstreet, Inc. Re- 
gional estimates varied from com- 
parable 1960 levels by the follow- 
ing percentages: West North Cen- 
tral —3 to +1; East North Central 
and Mountain —2 to +2; East 
South Central 0 to +4; South At- 
lantic and West South Central 

1 to +5: Pacific +3 to +7; 
New England +5 to +9; Middle 
Atlantic +8 to +12. 


Nationwide Department Store 
Sales Increased 9% Over 
The 1960 Week 

Department stores sales on a 
country-wide basis as taken from 
the Federal Reserve Board's in- 
dex reported a 9% rise for the 
week ended Dec. 16, 1961, com- 
pared with the like period last 
year. For the week ended Dec, 9, 
sales were 1% higher than last 
year. In the four-week period 
ended Dec. 16, 1961, sales ad- 
vanced 5% over the corresponding 
period in 1960. 

According to the Federal Re- 
serve System department store 
sales in New York City for the 
week ended Dec. 16, were 19% 
higher than compared with the 
same period last year. In the 
preceding week ended Dec. 9, 
sales were 2% higher than the 
same period last year. For the 
four weeks ending Dec. 16, a 9% 
increase was reported above the 
1960 period while from Jan. 1 to 
Dec. 16, a 3% increase over sales 
in the comparable period of 1960 
was recorded. 


Now North Amer. Investors 
WINTER PARK, Fla.—The firm 
name of Ireland and Co., Inc., 
1245 Orange Avenue has been 
changed to North American In- 
vestors, Inc. 


Now Scientific Inv. Corp. 


CHICAGO, Ill.—The firm name of 
Growth for Investors Corporation, 
11 South La Salle Street, has been 
changed to Scientific Investors 
Corporation. 


With Louis G. Rogers 


(Special to THE FINANCIAL CHRONICLE) 
CHARLOTTE, N. C.—Albert P. 
McMillan, Jr. has become con- 
nected with Louis G. Rogers & 
Company, 205 South Church 
Street. 


Schaefer, Lowe Adds 


(Special tọ THE FINANCIAL CHRONICLE) 
SAN FRANCISCO, Calif. Stan- 
ley S. Davis has become connected 
with Schaefer, Lowe & McCamant. 
Inc, 1 Bush Street. He was 
formerly with Dean Witter & Co. 


Rejoins Dempsey-Tegeler 


(Special to THE FINANCIAL CHRONICLE) 
SAN FRANCISCO, Calif.—Leon- 
ard J. Swiger has rejoined the 


staff of Dempsey-Tegeler & Co.. 
Inc., 255 California Street. He 
has recently been with Hooker & 
Fay Inc. 


With Currier & Carlsen 


(Special to THE FINANCIAL CHRONICLE) 
DENVER, Colo.—Harold C. Frost 
has become affiliated with Cur- 
rier & Carlsen, Inc., Denver Club 
suilding. He was formerly with 
Preferred Securities Inc. 


First Nebraska Adds 


(Special to THE FINANCIAL CHRONICLE) 


LINCOLN, Nev.-Robert D. 
Northrop has heen added to the 
staff of First Nebraska Securities 
Corporation, 1001 O Street, mem- 
bers of the New York Stock Ex- 
change. 
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The following statistical tabulations cover production and other figures for the 
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= week or month available. Dates shown in first column are either for the 
week or month ended on that date, or, in cases of quotations, are as of that date: 


Business Activity 








AMERICAN IRON AND STEEL INSTITUTE: tty Previous Menth Year 
pae ae a steel operations (per cent capacity) Dec. 23 Wee 7 Week Ago Ago Latest Previous Year 
quivalent to— moaiens Jec. á 16 75.5 69.5 39.4 | AMERICAN ` Da aiina Month Month Ago 
Steel ingots and castings (net tons) ba a ; tne M INSTITUTE—Month 
evebdnan dear epdsunpenni ends divans anes ‘C. 27 9 995 } 9 " 9 he 99 | a 
AMERICAN PETROLEUM INSTITUTE: ; ASEN SAUPRAS SEES LAARNI- Saata ic pr 
z : “3 omestic production (barrels of 42 gal- 
Crude oil and condensate output—daily average (bbls. of | lons each ) <a 237.845 
42 gallons i Janseni fee iti ii | iar ' 237,845,000 249,824,000 237,211,000 
Crude runs to stills—daily average (bbl: ee AA] PC. 19 1.355,16 7,397,060 7,205,000 7,065,260 omestic crude oi] output (barrels) 209.848.000 220.218 > 
x T U at sae es o , 12 209,848, 220,218,000 209,119,00 
Gasoline output (bbls)... )--—------------ Dec. 15 8,276,000 8,291,000 8,170,000 7,927,000 Natural gasoline output (barrels) 27.984.000 29.595 chen dan 
ee Dec. 15 30,140,000 29,766,000 29,063,000 28,602,000 | Benzol output (barrels) Te 29,595,000 28,076,000 
Distillate fuel oil output (bbis.)._.......... Dec. 15 3,001,000 3,031,000 2,718,000 2,956,000 | Crude oil į ; ; r 13,000 11,000 16,000 
Residual fuel oll A: CE), 0 — 15 13,815,000 14,735,000 14,191,000 12.924 000 rude oil en (barrels ) 33,147,000 34,048,000 32,691,000 
Stocks at refineries, bulk terminals. in iranatt, in pigs Enso ec. 15 6,744,000 6,265,000 5,793,000 6,644,000 Refined product imports (barrels) 21,751,000 18,780,000 20,634,000 
inishe r ini soli ` -p | TE iii ! ` ' , 780, 20,634, 
ai r ee gasoline (bbls.) at___-----____ Dec. 15 188,833,000 187,466,000 182.101.000 189.959.000 | geen ‘vee umption domestic and export 
ian Mins oe ee Dec. 15 34,687,000 35,084,000 36,591,000 34.603.000 Ine pee oe 280,696,000 299,313,000 276,189,000 
en oe Te} 66 am = 62 aaa ca 169,118,000 178,483,000 159.534.000 | nerease all stocks (barrels) 12,047,000 3.339,000 14.347.000 
SOC r y ` a AE nee ec. 19 46,923,000 47.52 OG a i 

ASSOC IATION OF AMERICAN RAILROADS: È 524,000 48,696,000 48,632,000 | BANK DEBITS—BOARD OF GOVERNORS OF 
Revenue freight loaded (number — ii Ee THE FEDERAL RESERVE SYSTE i 
Revenue freight received from -= King Saanane eon Jec. 16 532,853 560,602 590.642 486.049 , RVE SYSTEM—Month 

nnections (no. of cars)__ Dec. 16 498.859 511.289 517.975 454.692 | of November (000’s omitted) $272.541,000 $275,120.000 $235.100.000 
CIVIL ENGINEERING CONSTRUCTION—ENGINEERING . G ni X 
J l I N—E} NEERING ciara 
NEWS-RECORD: . BANKERS’ DOLLAR ACCEPTANCES OUT- 
Total U. S. construction________ i d ` P STANDING — FEDERAL RESERVE BANK 
o O aA ee ety Dec 21 $384,700,000 $393 000,000 $304,800,000 $443,900,000 OF NEW YORK—-As of Nov. 30 
I e250 Re nee nk oe gee nee Dec 41 156,900,000 206,000,000 149,000,000 158,600,000 Imports ai i 
Os Dec. 21 227,800,000 187,000,000 155,800,000 285,400,000 E E $460,591,000 $456,972,000 $401,238,000 
ge eee nea ee ee ee eee — = ae ae = 145,000,000 138,100,000 194,500,000 | “*Ports 939,108,000 948,773,000 646,746,000 
wo -------------- -------------- I 2 37, : 42,000,000 7,700,000 90,900,000 | Domestic shipments 765 5 ‘ 

COAL OUTPUT (U. S. BUREAU OF MINES): | D SRE >, ai E 
Bituminous coal and lignite (tons)________ Dec. 16 8,5: = | omestic warchouse credits 270,012,000 208,834,000 215,776,000 
Pennsylvania anthracite (tons)... .......~SC—~C~SCS Dec 16 ‘a aan ae 8,890,000 7,591,000 | Dollar exchange 98,240,000 91.445.000 146.100.000 
> rm * SR eRe en iene eee gee eee eee ° 337, 36. a 2 9 ’ 9, > ý 

DEPARTMENT STORE SALES INDEX—FEDERAL RESERVE oe 352,000 420,000 | Based on goods stored and shipped between 

SYSTEM—1947-49 AVERAGE—100__-.....__-_____ Dec. 16 333 een 180 ; foreign countries 770,007,000 769,334,000 444,791,000 

EDISON ELECTRIC INSTITUTE: K Sy 4 Total 

i g k ù zi = | € $2,554,723,000$2,491,363,000$ 76,646 
i eee E — ua 009 A n Dec. 23 16,630,000 16,695,000 15.330.000 15.535.000 | ' 00$1,876,646,000 
FAILURES (COMMERCIAL AND INDUSTRIAL) — DUN & | BUILDING CONSTRUCTION—U. S. DEPT. OF 
ss as a een ____ Dec. 21 173 306 238 253 | LABOR—Month of November (in millions) 

IRON AGE COMPOSITE PRICES: P ow Total new construction 5,062 5,325 4,771 

oe ran a ped ieir Aaaa eerie atsi Bes e 6.196¢ 6.196c 6.196c¢ 6.196c | Private construction 3,637 “3,699 3,395 
SS a a a a oR > 2 $66 a 2a ore > à á $ ; PTa 
a a O aaa a Dec 18 sane eae ae [33 be oan oh Residential buildings (nonfarm) 2,078 *2,093 1,840 
$ METAL PRICES (E. & M. J. QUOTATIONS): ry = re a New housing units 1,614 1,613 1,392 
Electrolytic copper— | Additions and alterations 362 +376 361 
Scouse suas at at---- Dec. 20 30.600c 30.600c 30.600c 29.600c Nonhousekeeping 102 104 87 
ee ee ae = Ta a a 27.500c Nonresidential buildings 948 954 946 
rk) a a aa na . 2 .250c 250c 10.000c 11.000c ustri 

Lea wouis Nar | Industria 9 ye É 
— ae at-------- ~~~ nnn Dec. 20 10.050c 10.050c 9.800c 10.800c | : , ; l 221 221 261 
} e I Di a econ srs Sen sips ineninananinethenid Dec. 20 12.500c 12.500c 12.000c 12.500c | Commercial 424 425 2 
OR S S Boa n Dec. 20 12.000c 12.000c 11.500c 20 = Office t ldings ; s z eu 402 
Aluminum (primary pig, 99.5%) at--___.____________ Dec. 20 24.000c 24.000c 5a B00e Be. 00c | ice buildings and warehouses 196 201 201 
a a S ES a a oE Dec. 20 120.500c 120.875c 123 1280 arae | Stores, restaurants and garages 228 294 201 

Foka E 20.: 2 23 12 750 , 22 2 
MOODY’S BOND PRICES DAILY AVERAGES: Other nonresidential buildings 303 308 283 

zover > ; — inii iai ones Relig S c e 
ma ee Bonds___-_~__ gp deena ans emnensnepeniesinsiaren mmeen Dec 26 85.83 85.77 86.94 87.71 eet 89 90 1 
an g I ee een AE ND ie I Bo aE Dec. 26 85.85 85.98 86.24 86.65 | Educational 54 56 51 

s rn en ee Dec. 26 89.64 89.64 90.48 91.05 | Hospital and institutional 79 9 

Aa ~-~----------~-~------~--~----~---------------------- Dec. 26 87.86 87.99 88,40 88.67 | Ksi aia oaii ja, T3 57 
A __------------------------~+---~-------~-------------- Dec. 26 85.96 85.59 85.59 85 85 | ee aoe Fen reational 62 64 63 
nc i re ene ewienenenes Dec. 26 80.9: 80.93 81.05 81.29 Miscellaneous 26 26 21 
a a a a a S Dec. 2¢ 83 03 83 2 a 5 Farm construction 2 ‘ r 
a a O n riaa DOE, 26 87.18 S a et Public utilities nen "129 303 
S a ee 87.45 87.45 87.86 88.13 Telep} ; 412 504 479 

MOODY’S BOND YIELD DAILY AVERAGES: a0 DnS se Sane 84 89 99 
OEE OE EES EE SR na a Dec. 26 4.15 4.15 4.00 3.81 Other public utilities 188 415 380 
I il ceil Dec. 26 4.72 471 4.69 4.66 All other private i8 19 27 
Aaa —.----------------------~.-- Dec. 26 4.44 4.44 4.38 r P . Cc ructi < i 

BO nnn nan enn a a e e 26 38 4.34 ublic construction 1.425 *1 626 1.376 
Sr TEE ANONEST EE EEGA Dec. 26 4.57 4.56 4.53 4.51 Residential buildings 7 a se 
| a= == === 2-2 == === === === == == === === -- ~~ ------ Dee. 26 4.75 4.74 4.74 472 en 16 60 

Baa --_-__--~----------------------------------------- Dec. 26 5.11 5.11 5.10 5 08 | onresidential buildings 411 456 408 
Railroad Group_____- aaa Dec. 26 4.94 4.92 4.87 4.87 | Industrial — 32 32 36 
Public Utilities o AAEE _. Dec. 26 4.62 4.62 4.62 4.57 | Educational 44 ona om 
Industrials Group__________- Dec. 26 4.60 46 7 | e - 216 239 
AERAN ET 2 j 60 4.57 4.55 Hospital and institutional 2 34 33 

MOODY’S COMMODITY INDEX . Dec. 26 375.7 373.6 368.2 357.0 Administrative and service 55 *64 50 

NATLONAL PAPERBOARD ASSOCIATION: Other nonresidential buildings 16 50 50 
omens sestived II ee TO Ek a ee Dec. 16 314,562 351,763 332,241 246,628 Military facilities 96 80 15¢ 

us ae 341,752 338,958 344.952 300.066 mais i -= 
Percentage of activity SEE ALO Se oe a 8 Dec. 16 95 95 97 r 87 | Higòways \11 651 t150 
Jnfilled orders (tons) at end of period-------------- __ Dec. 16 169,658 197,784 515.009 333.862 ~~ and water system: 131 140 119 
Ve Sewer 77 t 7 
OIL, PAINT AND DRUG REPORTER PRICE INDEX— Water 54 59 52 
I sai Dec. 22 114.13 114.04 113.67 108.80 Public service enterprises 40 *49 i 
y 7 r ‘co vg X y ` t >a 
ROUND-LOT TRANSACTIONS FOR ACCOUNT OF MEM- | Conservation and ‘development 27 139 106 
BERS, EXCEPT ODD-LOT DEALERS AND SPECIALISTS r blic ; 
drana E i ima i i ; All other public 3) 5 T 
Transactions of specialists in stocks in which registered— | r- sa 
Total purchases Bo COPII TE S LET E a Jec. 1 3,356,720 2,622,090 2.731.010 2 410.890 | FACT y BPs INAS 7 —_ ii ias 
Short sales a e o,f 589,480 555,020 452,660 443,810 P Se ee ee ee ae 
Other sales i Ee RERNA OAAR Dec. 1 ?,659,310 1,994,330 2,305,600 1,866,690 LABOR-——Month of November: oF 
Total sales- : os a N S O Dec. 1 3,248,790 2,549,350 2 758.260 2310 500 | SER ontn o ovember 
Other transactions initiated off the floor— Weekly earnings 
Total purchases_- phe ai Det eile Eas Dec 1 469,170 393.700 344.700 427,470 | All manufacturing $95.82 $94.54 $89.21 
Short sales. Eaa e So ai kee a? 1 101,900 70,200 28.900 62,100 | Durable gooas 104.65 102.66 96.23 
Other sales____- na ht ce een e ia a a Dec. 1 435,840 296,040 303.280 367.560 | Nondurable goods 85.17 "84.56 80.52 
Total sales coos Pe na Alain a ee ae 1 537,740 366,240 332,180 429.660 Hours 
Other transactions initiated on the floor— = All manufacturing 10.6 40.4 39.3 
Total purchases___- Bei e a a a i Dec. 1 1,089,853 993,702 934,522 763,140 | Durable goods 412 10.9 396 
Short sales ; ind t en : a a 141,300 104,860 180,390 | Nondurable goods 39.8 39.7 38 9 
> sales Jec 234.8 813,439 716 349,736 ‘lv ear : 
AE e s s E ARET E Dec. 1 1,165,994 954,739 ae ta poo ed | ay y eo m 
~-------- ----- 7420 | í facturing $2.36 $2 29 97 
Total round-lot transactions for account of members— g | Durable go a.a -a 34 ae 
e = Dec. 1 1 915 743 1009 492 nen : i urable goods 254 » 5] 43 
Total purchases ------ a ae s099, 494 t,010,232 3,601,500 | Nondurable goods 214 2.) 2 07 
Short sales -aA es eel ens a l 822,530 766,520 586,420 686,300 s 2.13 2.07 
P > Rí > er l 4,129,994 3 . < 3 95 36 } s > y 2 j 
Other sales EAE ets sieaas are vor 2,883,986 | INDUSTRIAL PRODUCTION—BOARD OF GOV- 
Total sales.. a PENSE > LESS 90s, 0S 0 6U, 5a Jatt, 3,570,286 ERNORS OF THE FEDERAL RESERVE 
STOCK TRANSACTIONS FOR ODD-LOT ACCOUNT OF ODD- SYSTEM —1947 -19 100—Month of Nov 
LOT DEALERS AND SPECIALISTS ON N. ¥. STOCK Seasonally adjusted 114 113 105 
EXCHANGE — SECURITIES EXCHANGE COMMISSION Unadjusted 115 ee s 
Odd-lot sales by dealers (customers’ purchases )—t F ro 
Number of shares n aonek anas Dec. 1 2,289,612 1,788,886 1,851,100 1,651,053 | TREASURY MARKET TRANSACTIONS IN 
amen o « 1,85 __ 1,69: DAS MA ; ANS: INS IN DI- 
Dollar value... ee ES ae allel Dec. 1 $125,979,945 $100,161,226 $105,072,491 $75,313,989 | RECT AND GUARANTEED ee ei 
Odd-lot purchases by dealers (customers’ sales)— | OF U. S. A.—Month of November 
Number of orders—customers’ total sales Dec. 1 2,338,215 1,886,869 1,874,426 1,765,457 | i , i : 
Customers’ short sales MOE ee Dec 1 15,917 10,222 15,844 16,655 | Net sales 
Customers’ other sales.. kasaan Dec. 1 2,322,298 1,876,647 1,858,582 1,748,802 | Net purchases $57,279,000 $36,797,000 $105,505,300 
Dollar value oe SaaS se Dec. 1 $116,816,155 $95,968,582 $96,954,159 $78,388,464 | iania 
Round-lot sales by dealers— JBBE MANUFACTURING ASSOCIATION, 
Number of shares—Total sales___._.__-_-__-------------- Dec. 1 743,970 591,230 571,420 586,470 INC.—Month of October: 
Short sales en ana Dec 1 Passenger & Motorcycle Tires sn 
Other sales. ere er A 743,970 591,230 571,420 586.470 eS See Se (ee of) diiis ditsi pirate 
Round-lot purchases by dealers—Number of shares Dec. 1 655,020 474.540 559,130 468,600 Sendnaiia ane 8,774,003 8,760,676 
ounc pu ases by alers umber of shares------- rs 97, 20,0 | a 9,818,648 *8,774,289 8,461,143 
` omy » ` . a 7 . 7 emar rentory 21,025,501 20,768,533 21,816,128 
TOTAL ROUND-LOT STOCK SALES ON THE N. Y. STOCK O - 025, 768, 816,12 
EXCHANGL AND ROUND-LOT STOCK TRANSACTIONS Tractor Implement Tires (Number of) 
FOR ACCOUNT OF MEMBERS (SHARES): Shipments 277,660 248,513 260,147 
Total round-lot sales— 5 Production 267,513 229,711 228,728 
LS S aaa aa G, S 1,048,970 909,970 714,600 948,130 Inventory 921.961 921.710 902.055 
E M a E aa Dec. 1 21 936 780 17,292,430 17,896,890 16,325,810 Passenger, Motorcycle, Truck & Bus 
O D A Dec. 1 22,985,750 18,202,400 18,611,490 17,273,940 | Inner Tubes (Number of )— 
| : : a ae ates a 
WHOLESALE PRICES, NEW SERIES — U. S. DEPT. OF aes s 3,604,000 2.006.000 — 3.299.229 
LABOR (1947-49—100): | Production p : 3,560,134 3,081,032 3,067,067 
A Ag Aon ) | Inventory i : 9,093,955 8,889,916 10,588,702 . 
asl Dec. 19 119.2 119.1 118.8 119.5 Tread Rubber (Camelback )— 
2c 77 *27 9 Shipments (pounds) —--- 49,907,000 42,953,000 48,327,000 
Farm products______--~- SS ee Dec. 19 87.7 87.6 87.2 88.8 d 
Processed foods ieee tS Me oe 109.5 *108.9 108.3 109.6 Production (pounds )-~-~- 46,713,000 42,092,000 44,541,000 
s = Seer TE Q* as Inventory (pounds) 14,508,000 18,321,000 19,946,000 
Meats Se i a re wane tee), 2O 95.0 93.8 93.2 97.6 
All commodities other than farm and foods___..-~------ Dec. 19 127.7 127.7 127.5 127.9 Truck and Bus Tires (Number of)— 
a Shipments ~-. Lia Sn 1,510,152 1,214,374 1,253,830 
*Revised figure. tNumber of orders not reported since introduction of Monthly Investment Plan. Prime Western Zinc Production = 1,331,338 1,118,853 1,068,919 
Inventory ae iil cali 3,169,947 3,327,569 3,682,610 


sold on delivered basis at centers where freight from East St. Louis exceeds one-half cent a pound, 








30 (2850) 


Securities Now in Registration 











NOTE — Because of the large number of issues 
awaiting processing by the SEC, it is becoming 
increasingly difficult to predict offering dates 
with a high degree of accuracy. The dates shown 
in the index and in the accompanying detailed 
items reflect the expectations of the underwriter 
but are not, in general, to be considered as firm 
offering dates. 











AAA Trailer Sales, Inc. 
Dec. 18, 1961 (“Reg. A”) 75,000 common. Price — $2. 
Business—Sale and rental of mobile homes, trailers and 
related accessories, Proceeds—For debt repayment and 
general corporate purposes. Office—7440 E. Calfax Ave., 
Denver. Underwriter—Cupley & Co., Colorado Springs, 
Colo. 
è ABC Air Freight Co., inc. 
Oct. 25, 1961 filed 105,000 common. Price—By amend- 
ment. Business—Furnishing of air freight services 
throughout the U. S. Preceeds—For expansion. Office 
—467 Tenth Ave., N. Y. Underwriter—Flomenhaft, Seid- 
ler & Co., N. Y. Offering—In early March. 


® ABC Cellophane Corp. (2/5-9) 

Sept. 7, 1961 (“Reg. A”) 100,000 common. Price—$3. 
Business—A converter of packaging material, produc- 
ing polyethylene and cellophane bags and sheets. Pro- 
ceeds — For a new plant and equipment and working 
capital. Offiee—1368-72 Utica Ave., Brooklyn. Under- 
writer—Havener Securities Corp., N. Y. 


A. & M. Instrument, Inc. (1/16) 
Oct. 19, 1961 filed 150,000 common, Price—$3.50. Busi- 
ness—Manufacture of instrument testing and meas- 
uring devices for the electronic and electrical in- 
dustries. Proceeds—For debt repayment and general 
corporate purposes. Office—48-01 31st Ave., Long Island 
City, N. Y. Underwriters—Crosse & Co., Inc.; V. S. 
Wickett & Co., Inc., and Thomas, Williams & Lee, N. Y. 


Accuracy Inc. 
Dec. 8, 1961 (““Reg. A”) 60,000 common. Price—$5. Busi- 
mess — Research, design and manufacture of precision 
potentiometers. Proceeds—For general corporate pur- 
poses. Office—223 Crescent St., Waltham, Mass. Under- 
writer—Mann & Creesy, Salem, Mass. 


Aceto Chemical Co., Inc. (1/8-12) 
Sept. 27, 1961 filed 88,000 common. Price—$5. Business 
—Purchase and sale of chemicals and by-products. Pre- 
ceeds—For expansion, sales promotion, and working 
capital. Office—40-40 Lawrence St., Flushing, N. Y. Un- 
derwriter—Karen Securities Corp., N. Y. 


® Acratex Chemical Coatings, Inc. 

Aug. 8, 1961 (“Reg. A”) 99,900 common. Price—$3. Busi- 

ee manufacture of a a product. Pro- 

ceeds — For expansion and general corporate purposes. 

Office—Easton St., Ronkonkoma, N. Y. Underwriter— 

— Securities Inc., N. Y. Note—This letter was with- 
rawn. 


Acro Electronic Products Co. (1/15-19) 

July 17, 1961 filed 100,000 class A common shares. Price 
—EBy amendment. Business—Manufacture of transform- 
ers for electronic and electrical equipment. Proceeds— 
For relocating to and equipping a new plant, purchase of 
inventory, research and development, advertising, promo- 
tion and merchandising, repayment of debt and other 
corporate purposes. Office—369 Shurs Lane, Philadel- 
phia. Underwriter—Roth & Co., Inc., Philadelphia. 


Acrylic Optics Corp. (1/22-26) 
Nov. 28, 1961 (‘“Reg. A”) $240,000 of 15-year 6% con- 
vertible subordinated debentures (convertible into 
common at $1.50 per share); and 40,000 common 
shares. Price—For debentures at par; for stock, $1.25. 
Business—Research, design and manufacture of contact 
lenses and accessories, Proceeds—For expansion. Office 
—1928 Firth National Bank, Detroit. Underwriter—A. D. 
Gilhard & Co., Inc., N. Y. 

Advance Cable Systems Corp. 
Nov. 30, 1961 (“Reg. A’) 55,000 common. Price — $4. 
Business—-Design, manufacture and installation of elec- 
tronic cable systems and hardware. Proceeds—For debt 
repayment, equipment and working capital. Office— 
12806 Bradley Ave., Sylmar, Calif. Underwriter—B. B. 
George Securities, Ltd., N. Y. 
® Aero-Dynamics Corp. (1/29-2/2) 
Aug. 7, 1961 filed 100,000 common shares. Price—$5. 
Business — The importation and distribution of Italian 
marble and mosaic tiles. Proceeds— For the purchase 
and installation of new moulds, machinery and equip- 
ment, research and general corporate purposes. Office— 
250 Goffle Road, Hawthorne, N. J. Underwriters—Cam- 
bridge Securities, Inc. and Edward Lewis Co., Inc., N. Y. 


Aerological Research, Inc. 
Aug. 29, 1961 filed 100,000 common. Price—$3.50 Busi- 
ness — The manufacture of instruments for aerology, 
meterology, oceanography, geophysics and atmospheric 
phenomenon. Proceeds—For working capital. Office— 
420 Division St., Long Branch, N. J. Underwriter—A. D. 
Gilhart & Co., Inc., N. Y. Offering—Imminent. 

Agency Tile Industries, Inc. (1/8-12) 
Sept. 6, 1961 (“Reg. A”) 120,000 common. Price—$2.50. 
Business—Importing, marketing and distributing ceramic 
tiles. Proceeds—Debt payment, new products, sales pro- 
motion and advertising, new office and warehouse and 


The Commercial and Financial Chronicle . . 


working capital. Office—522 W. 29th St., N. Y. Under- 
writer—International Services Corp., Paterson, N. J. 
Air Master Corp. 

May 26, 1961 filed 200,000 shares of class A common 
stock, of which 50,000 shares are to be offered for public 
sale by the company and 150,000 outstanding shares by 
the present holders thereof. Price—To be supplied by 
amendment. Business — The manufacture and sale of 
aluminum storm windows and doors, and other alu- 
minum products. Proceeds—For working capital, and 
other corporate purposes. Office—20th Street, and Alle- 
gheny Avenue, Philadelphia, Pa. Underwriter—Francis l. 
du Pont & Co., N. Y. Note—This offering has been tem- 
porarily postponed. 


Airtechnology Corp. . 
Nov. 15, 1961 (“Reg. A”) 60,000 common. Price—$5. 
Business—Electronic research, development and manu- 
facture under U. S. Govt. contract. Proceeds—For in- 
vestment in own and other companies, and working 
capital. Office—640 Memorial Dr., Cambridge, Mass. 
Underwriter—Schirmer, Atherton & Co., Boston. 


© Airtronics international Corp. of Florida 
(1/29-2/2) 

July 29, 1961 filed 199,000 common, of which 110,000 are 
to be offered by the company and 89,000 by stockhold- 
ers. Price—By amendment. Business—Manufacture of 
electronic, mechanical and components. Proceeds—Re- 
payment of loans, expansion and working capital. Office 
—6900 West Road 84, Fort Lauderdale, Fla. Underwriters 
—Stein Bros. & Boyce, Baltimore and Vickers, McPher- 
son & Warwick, Inc., N. Y. 


Alan-Randal Co., Inc. (1/15-19) 
Oct. 27, 1961 (“Reg. A”) 120,000 common. Price—$2.50. 
Business—Distributor of pens and other advertising ma- 
terial. Proceeds — For working capital. Office — 11608 
Ventura Blvd., Studio City, Calif. Underwriter—Pacific 
Coast Securities Co., San Francisco, Calif. 

Alaska Pacific Lumber Co. (1/29-2/2) 
Nov. 17, 1961 filed 250,000 common. Price—By amend- 
ment. Business—A lumber company. Proceeds—For 
construction and working capital. Office—614 Equitable 
Bldg., Portland, Ore. Underwriter—-Dempsey-Tegeler & 
Co., Inc., St. Louis. 


© Aibert Voigt industries, Inc. (1/8-12) 

Aug. 29, 1961 filed 80,000 common. Price—$4. Business— 
The manufacture of metal store fixtures, show cases and 
related items. Proceeds—For repayment of loans, work- 
ing capital, a leasehold improvement and moving ex- 
penses. Office—14-20 Dunham Pl., Brooklyn, N. Y. Un- 
derwriter—David Barnes & Co., Inc., N. Y. C. 

Al-Crete Corp. (1/15-19) 

Sept. 20, 1961 filed 127,000 class A common. Price—$3. 
Business—Development and manufacture of a new vari- 
ety of building products. Preceeds—For construction of 
a new plant. Office—4800 Baltimore Ave., Hyattsville, 
Md. Underwriter—Whitehall Securities Corp., Pittsburgh. 
*% Allegheny Aluminum Industries, Inc. 

Dec. 21, 1961 filed 100,000 common. Price—$4.25. Busi- 
ness—Manufacture of aluminum and fiberglass awnings 
and aluminum combination storm-screen windows and 
doors. Proceeds—For an acquisition, debt repayment 
and general corporate purposes. Office—5007 Lytle St., 
Pittsburgh, Pa. Underwriter—First Madison Corp., N. Y. 


® All Star World Wide, Inc. (1/5) 

July 7, 1961 filed $250,000 of 5% convertible subordi- 
nated debentures due 1971 and 150,000 common shares. 
Price—For debentures, at par; for stock, $5. Business— 
Joint venture with Brunswick Corp, to establish and 
operate bowling centers in Europe. Proceeds—-For ex- 
pansion and general corporate purposes. Office—-100 W. 
Tenth St., Wilmington, Del. Underwriters—Alessandrini 
& Co., Inc. and Hardy & Hardy, New York (managing). 


All-State Auto Rental Corp. (1/8-12) 
Sept. 28, 1961 filed 50,000 common. Price—$4. Business— 
Leases motor vehicles. Proceeds—For working capital. 
Office — 31-04 Northern Blvd., Long Island City, N. Y. 
Underwriter—None. 

All Weather Roll N’ Ice, Inc. 
Nov. 6, 1961 (“Reg. A’’) 25,000 common. Price—$3. Busi- 
ness—Operation of a roller skating and ice skating rink. 
Proceeds—-For expansion and working capital. Office 
—Copiague, L. I., N. Y. Underwriters—Richard Gray 
Co. (mgr.) and Weinberg, Ost & Co., N. Y 


Allied Capital Corp. 
Oct. 20, 1961 filed 213,427 common, of which 200,000 will 
be offered to the public and 13,427 to stockholders on 
a 1-for-10 basis. Price—By amendment. Business—A 
small business investment company. Proceeds—For in- 
vestment. Office—7720 Wisconsin Ave., Bethesda, Md. 
Underwriter—Allen & Co., N. Y. Offering—In Jan. 


Allison Industries, Inc. 

Nov. 2, 1961 (“Reg. A’’) 60,000 common. Price — $3. 
Business—Design and manufacture of board games, toys 
and Christmas stockings. The company also operates a 
discount department store. Proceeds—Expansion, prod- 
uct development and working capital. Office—1015 Jef- 
ferson Ave., Brooklyn, N. Y. Underwriter—S. Apfel- 
baum Co., 39 Broadway, N. Y. 


è Allo Precision Metals Engineering, Inc. (1/2-5) 
Oct. 3, 1961 (“Reg. A”) 85,000 common. Price—$3. Pro- 
ceeds—For debt repayment, equipment, and working 
capital. Office—Congressional Airport, Rockville, Md. 
Underwriter — Davis & Leach, Inc., Washington, D. C. 


Almo industrial Electronics inc. 
Nov. 27, 1961 filed 155,000 class A shares. Price—By 
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amendment. Business—Wholesaler and distributor of 
electronic parts manufactured by others. Proceeds—For 
working capital. Office — 412 N., 6th St., Philadelphia. 
Underwriters—C .C. Collings & Co., Inc. and Harrison 
& Co., Philadelphia. 
è Alson Mfg. Co. (1/29-2/2) 
Aug. 28, 1961 (‘“Reg. A”) 75,000 common. Price—$4. Pro- 
ceeds—For equipment, repayment of loans and working 
capital. Office—2690 N. E. 191st St., Miami, Fla. Under- 
writer—Albion Securities Co., Inc. N. Y. 
@® Aluma-Rail, Inc. (1/15-19) 
Sept. 28, 1961 (“Reg. A”) 100,000 common. Price—$2.25. 
Business—Manufacture of new color anodized aluminum 
chain link fencing. Proceeds—For inventory and plant 
expansion. Office—44 Passaic Ave., Kearny, N. J. Un- 
derwriter—Amber, Burstein & Co., Inc., N. Y. 
Alumatron International, Inc. 
Nov. 13, 1961 filed 73,000 common. Price—$7. Business 
—Company plans to construct special type homes, and 
engage in the general contracting business. Proceeds— 
For general corporate purposes. Office—St. Petersburg, 
Fla. Underwriters—Wm. H. Tegtmeyer & Co., Chicago 
and B. C. Malloy, Inc., St. Petersburg. 


Alyeska Ski Corp. 
Oct. 12, 1961 (“Reg. A”) 240,000 common. Price—$1.25. 
Business — Operation of ski facilities. Proceeds — For 
general corporate purposes. Address—P. O. Box 1882, 
Anchorage, Alaska. Underwriter—Paul Nichols Co., Inc., 
Anchorage, Alaska. 


Amacorp Industrial Leasing Co., Inc. 
Sept. 27, 1961 filed $3,000,000 of 642% conv. subord. de- 
bentures due 1971. Price—By amendment. Business— 
Financing and lease of industrial and office equipment. 
Proceeds—Repay debt and increase working capital. Of- 
fice—34 S. Stoneman Ave., Alhambra, Calif. Under- 
writer—McDonnell & Co., Inc., N. Y. Offering—Feb. 


Amerel Mining Co. Ltd. 
July 31, 1961 filed 400,000 common shares. Price—50 
cents. Business—The company is engaged in exploration, 
development and mining. Proceeds—For diamond drill- 
ing, construction, exploration and general corporate ex- 
penses. Office—80 Richmond St., W., Toronto. Under- 
writer—E. A. Manning, Ltd., Toronto, Offering—Jan. 


American Boit & Screw Mfg. Corp. 

Dec. 15, 1961 filed 150,000 common. Price — By amend- 
ment. Business—Manufacture of standard and special in- 
dustrial aircraft and missile fasteners. Proceeds—For 
debt repayment, equipment and other corporate pur- 
poses, Office—Lawson Blvd., Oceanside, L. I., N. Y. Un- 
derwriter—S. D. Fuller & Co., N. Y. 

American Book-Stratford Press, Inc. (1/29-2/2) 
Oct. 27, 1961 filed 430,000 common. Price—By amend- 
ment. Business—Manufacture of hard-bound books for 
publishers. Proceeds—For selling stockholders. Office 
—75 Varick St., N. Y. Underwriter—Bear Stearns & 
Co., N. Y, 

American Building Maintenance Industries 

(1/8-12) 
Oct. 19, 1961 filed 141,000 capital shares, of which 30,000 
shares are to be offered by the company and 111,000 
shares by stockholders. Price—By amendment. Busi- 
ness—Providing of building maintenance services. Pro- 
ceeds—For general corporate purposes. Office—335 Fell 
St, San Francisco. Underwriters—Carl M. Loeb, 
Rhoades & Co., N. Y. and Sutro & Co., San Francisco. 

American Development Corp. 

Nov. 29, 1961 filed 60,000 common. Price—$6. Business 
—Development and sale of vacant land. Preceeds—Debt 
repayment and other corporate purposes. Office—1068 
Broad St., Newark, N. J. Underwriter—To be named. 


* American Diversified, Inc. 

Dec. 21, 1961 filed 110,000 common. Price—$7.50. Busi- 
ness—-A holding company whose three subsidiaries are 
a life insurance company, a broker-dealer-underwriter, 
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and a loan and finance company. Proceeds—For gen- 
eral corporate purposes. Office—S30 Grant St.. Denver. 
Underwriter—Nation-Wide Underwriters, Inc., Denver 
(a subsidiary). 
American Finance Co., inc. (1/9-12) 

April 21, 1961 filed $500,000 of 6% convertible sub- 
ordinated debentures due 1971; 75,000 shares of common 
stock, and 25,000 common stock purchase warrants to 
be offered for public sale in units consisting of one $200 
debenture, 30 common shares and 10 warrants. Price— 
$500 per unit. Business—The company and its subsidi- 
aries are primarily engaged in the automobile sale fi- 
nance business. One additional subsidiary is a Maryland 
savings and loan association and two are automobile 
insurance brokers. Proceeds—For the retirement of de- 
bentures, and capital funds. Office — 1472 Broadway, 
N. Y. Underwriter—Myron A. Lomasney & Co., N. Y. 
Note—The SEC has instituted “stop order” proceedings 
challenging the accuracy and adequacy of this state- 


tment. 


© American Financia! Corp. (1/8-12) 

Nov. 13, 1961 filed 150,000 common, of which 50,000 are 
to be offered by the company and 100,000 by stockhold- 
ers. Price—By amendment. Business—The operation of 
three savings and loan associations, an equipment, auto- 
mobile and truck leasing system and a general contract- 
ing business. Proceeds—For leasing program, to in- 
crease holdings in a subsidiary and for working capital. 
Office—3955 Montgomery Rd., Norwood, Ohio. Under- 
writers—Shearson, Hammill & Co., N. Y. and West- 
heimer & Co., Cincinnati. 

% American Management & Investment Corp. 

Dec. 20, 1961 filed 590,066 7% non-cumulative convert- 
ible preferred. Price —S1(. Business—-A management in- 


vestment company which plans to acquire firms in the 
insurance and finance fields. Preoceeds—For general cor- 
porate purposes. O/yfice — Warner Bldg., Washington, 


D. C. Underwriter—» one 
è American Micro Devices, Inc. (1/15-19) 
Aug. 2, 1961 filed 1,500,000 class A common shares. 
Price — $1.15. Business—The manufacture of electronic 
components. Proceeds—The purchase of equipment and 
materials, operational expenses, working capital and re- 
writer—Naftalin & Co., Inc., Minneapolis. ' 

American Modular Manufacturing Corp. 
Nov. 27. 1961 filed 200,000 common. Price—$2.50. Busi- 
ness—Manufacture of a type of component constructed 
home. Proceeds—For debt repayment, equipment, and 
working capital. Office—4950 71st Ave., North, Pinellas 
Park, Fla. Underwriter—Equity Securities Co., N. Y. 
% American Pioneer Life Insurance Co. 
Dec. 20, 1961 filed 400,900 common, Price—$5.50. Busi- 
ness—Writes life insuratce in Florida. Proceeds For 
expansion and legal reserves. Office—307 S. Orange Ave., 








-Orlando, Fla. Underwriters—Goodbody & Co., N. Y. and 


A. C. Allyn & Co., Chicago. 

® American Realty & Petroleum Corp. (1/29-2/2) 
Sept. 28, 1961 filed $2,000,000 of 642% conv. subord. de- 
bentures due 1971. Price—At par. Business—Real estate 
and also the oil and gas business. Proceeds—For repay- 
ment of debt, sales and advertising, property improve- 
ments and possible acquisitions. Office—16 W. 61st St., 
N. Y. Underwriter—tTroster, Singer & Co., N. Y. 


. ® American Safety Equipment Corporation 


(1/8-12) 
Sept. 28, 1961 filed 80,000 common. Price—$10. Business 
—Manufacture of safety seat belts. Proceeds—Inven- 
tory, machinery, and research. Office—261 Madison Ave., 
N. Y. Underwriter—Charles Plohn & Co., N. Y. 
American Sports Plan, Inc. 

June 29, 1961 filed 200,000 common shares. Price—$6. 
Business—The operation of bowling centers. Proceeds 
—For expansion. Office—473 Winter Street, Waltham, 
Mass. Underwriter—None. 


Anaconda Real Estate Investment Trust 


‘ Oct. 3, 1961 filed 163,636 shares of beneficial interests. 


Price—S$10. Business—Real estate investing. Proceeds— 
For purchase of real estate in Florida. Office—1776 E. 


- Sunrise Blvd., Fort Lauderdale, Fla. Underwriter—None. 


Anchor Alloys, Inc. 
Oct. 27, 1961 (“Reg. A”) 50,000 common. Price—$6. 
Business—Purifying, alloying, and fabricating metals as 
components for the semi-conductor industry. Proceeds 
—For general corporate purposes. Office—968 Meeker 
Ave., Brooklyn, N. Y. Underwriters—Charles Plohn & 
Co., B. W. Pizzini & Co., Inc. and Atlas Securities Corp., 
New York. Offering—Expected sometime in February. 
Anchor Industries Corp. 
Nov. 24, 1961 filed 38,500 common, Price—$8. Business 
—Design and fabrication of precision sheet metal prod- 
ucts. Proceeds—For machinery research, sales promo- 
tion, and working capital. Office—26 Essex St., Hacken- 
sack, N. J. Underwriter—Amber, Burstein & Co., Inc., 
New York. 
®@ Anoroc Products, Inc. (1/15-19) $ 
Oct. 6, 1961 (“Reg. A”) 100,000 common. Price—$3. 
Business—Fabrication, manufacture and assembly of 
glass enclosures for bathtubs. Proceeds—For debt re- 
payment and general corporate purposes. Office—181-14 
Jamaica Ave., Jamaica, N. Y. Underwriters—G. Everett 
Parks & Co., Inc. and Parker Co., N. Y. 


® Arizona Biochemical Co. 


Nov. 14, 1961 filed 200,000 common. Price—$4. Busi-. 


ness—Company plans to construct and operate refuse 
disposal plants. Proceeds—For general corporate pur- 
poses, Offiee—1001 N. Central Ave., Phoenix. Under- 
writer—Globus, Inc., NY. Offering—lIn late February. 
® Arkwin Industries, Inc. 

Nov. 28, 1961 filed 80,000 common, of which 25,000 are 
to be offered by the company and 55,000 by a selling 


stockholder. Price—$5. Business—Designs and manufac- 
tures precision hydraulic, pneumatic and fuel valves and 
control mechanisms for aircraft missiles, etc. Proceeds— 
For equipment and sales expansion. Office—648 Main 
St., Westbury, N. Y. Underwriters—Sterling, Grace & 
Co. and D. H. Blair & Co., N. Y. Note—This registration 
was indefinitely postponed. 


Aronoff & Richling, Inc. 
Nov. 27, 1961 filed 54,000 common. Price—By amend- 
ment. Business — Design and manufacture of women’s 
junior sizes. Proceeds—For selling stockholders. Office 
—1400 B’way, N. Y. Underwriter—Carreau & Co., N. Y. 


Artlin Mills, Inc. (1/15-19) 

Sept. 28, 1961 tiled 135,v0U class A common shares. Price 
—$5. Business—The purchase, conversion, decoration, 
gift packaging and distribution of terrycloth towels and 
cotton pillow cases. Proceeds—For inventory, repayment 
of loans and working capital. Office—1030 Pearl St., 
Long Branch, N. J. Underwriter—Mortimer B. Burn- 
side & Co., Inc., N. Y. 


*% Arts & Crafts Materials Corp. 
Dec. 20, 1961 filed 150,C00 common, of which 100,000 
are to be offered by the company and 50,000 by a sell- 
ing stockholder. Price—By amendment. Business—Im- 
porting and sale of arts end crafts materials. Proceeds— 
For general corporate purposes. Office—321 Park Ave., 
—— Underwriter—Federman, Stonehill & Co., 
e me 
Arwood Corp. (2/13-16) 
Nov. 21, 1961 filed 230,000 common, of which 110,000 are 
to be offered by the company and 120,000 by the stock- 
holders. Price—By amendment. Business—Manufacture 
of custom made castings. Proceeds—For plant improve- 
ment. Office—321 W. 44th St., N. Y. Underwriter— 
Bear, Stearns & Co., N., Y. 


Astro-Science Corp. (1/22-26) 

Sept. 27, 1961 filed 232,500 common, of which 150,000 
are to be offered by the company and 82,500 by stock- 
holders. Price—By amendment. Business—Design and 
manufacture of ground systems and equipment for the 
support and servicing of electronic systems, aircraft and 
missiles. Proceeds—Repay debt and increase working 
capital. Office—9449 W. Jefferson Blvd., Culver City. 
Calif. Underwriter—W. C. Langley & Co., N. Y. 


® Atlantic Capital Corp. 

Aug. 29, 1961 filed 500,000 common. Price—$12.50. Busi- 
ness—A small business investment company. Proceeds— 
For general corporite purpdsés. Office—744 Broad St., 
Newark, N. J. Underwriter—Paine, Webber, Jackson & 
Curtis, N. Y.:C. Offering—Expected: sometime: in Feb. 


Atlanta Motor Lodges, Inc. 
Oct. 30, 1961 filed 150,000 common. Price—$10. Business 
—Operation of motels. Proceeds — For expansion and 
working capital. Office—120 North Ave., N. W., Atlanta, 
Ga. Underwriter — The Robinson-Humphrey Co., Inc., 
Atlanta, Ga. 

Atlas Electronics Inc. (1/15-19) 
Sept. 28, 1961 filed 185,000 common. Price—$2.10. Busi- 
ness—Distribution of electronic components, parts and 
equipment. Proceeds—To repay debt, purchase inven- 
tory, and increase working capital. Office—774 Pfeiffer 
Blvd., Perth Amboy, N. J. Underwriters—Hay, Fales & 
Co. and McLaughlin, Kaufman & Co., N. Y. 


Atlas Hotels, Inc. 
Nov. 28, 1961 (“Reg. A”) 30,000 common. Price — $10. 
Business — Operation of motor hotels. Proceeds — For 
working capital. Office—-500 Hotel Circle, San Diego. 
Underwriter—J. A. Hogle & Co., Salt Lake City. 
® Atmospheric Controls, Inc. (1/29-2/2) 
Aug. 22, 1961 (“Reg. A”) 40,000 common. Price—$3.50 
Proceeds — For repayment of loans, acquisition and 
working capital. Office—715 N. Fayette St., Alexandria, 
Va. Underwriter—First Investment Planning Co., Wash- 
ington, D. C. 

Ausco, Inc. (1/8-12) 
Oct. 12, 1961 filed 110,000 common. Price—$3. Business 
—Design, development, and manufacture of high pres- 
sure aircraft and missile valves. Proceeds—For engi- 
neering, product development, inventories, advertising, 
expansion and working capital. Office—17 W. 60th St., 
N. Y. Underwriter—Pearson, Murphy & Co., Inc., N. Y. 

Austin Continental Industries, Inc. (2/13-16) 
Nov. 14, 1961 filed 103,000 common. Price—$7. Business 
—Manufacture of specifications of aircraft, guided mis- 
siles and electronic components, and fastening devices. 
Proceeds—For debt repayment and a new product. Of- 
fice—4873 W. Armitage Ave., Chicago. Underwriter— 
Raymond Moore & Co., Los Angeles. 


Authenticolor, Inc. (1/8-12) 
Aug. 29, 1961 filed 148,200 common, of which 136,800 are 
to be offered by the company and 11,400 by stockholders. 
Price—$3.25. Business — Furnishing of photographic 
service for the professional market. Proceeds—Working 
capital and repayment of loans. Office—525 Lexington 
Ave., N. Y. Underwriter—General Economics Corp., N. Y 

Automated Teaching Systems, Inc. 
Sept. 18, 1961 (“Reg. A”) 30,000 common. Price—$10 
Business—Manufacture of self-instructional materials 
and devices. Proceeds—For equipment, research and 
development and other corporate purposes. Office—1 
W. 58th St., N. Y. Underwriter—Arthur J. Rosenwasser 
Co., 95 Broad St., N. Y. 


Automatic Marker Photo Corp. 
Dec. 1, 1961 filed 150,000 class A shares, of which 125,- 
000 are to be offered by the company and 25,000 by 
stockholders. Price—By amendment. Business—Sale and 
distribution of a photocopy machine and supplies. Pro- 
ceeds—For equipment, expansion, and working capital. 
Office—153 W. 36th St., N. Y. Underwriter—None. 
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Babs, Inc. 
Nov. 27, 1961 filed 150,000 common. Price—$4. Business 
—Sale of dairy products, through “Dairy Drive-ins.” 
Proceeds—For debt repayment and working capital. Of- 
fice—32550 Pulaski Dr.. Hayward, Calif. Underwriter— 
Pacific Coast Securities Co., San Francisco. Offering— 
Expected in late February. 


@Bacharach Industrial Instrument Co. (1/29-2/2) 
Nov. 15, 1961 filed 60,000 common. Price—By amend- 
ment, Business—Development and manufacture of chem- 
ical, electrical and mechanical instruments, precision 
products and special purpose tools. Preceeds—For sell- 
ing stockholders. Offiee—200 N. Braddock Ave., Pitts- 
ee Underwriter—Arthurs, Lestrange & Co., Pitts- 
urgh. 


Bal Harbour Diagnostic Service, Inc. 
Oct. 18, 1961 filed 2,000,000 common, Price—$1. Busi- 
ness—Company will operate a medical examination 
center. Preceeds—For a hotel acquisition and working 
capital. Office—10101 Collings Ave., Bal Harbour, Fla. 
Underwriter—J. R. Holt & Co., Denver. 


® Barish Associates, Inc. 

Sept. 1, 1961 (“Reg. A”) 50,000 common. Price—$4. 
Business—Aeronautical research and development. Pro- 
ceeds—For working capital. Office—224 E. 38th St. 
N. Y. Underwriter—Gianis & Co., N. Y. 


Barren River Petroleum Corp. 

Oct. 23, 1961 (“Reg. A”) 200,000 class B common and 
100,000 class A common to be offered in units consisting 
of one class A and two class B shares. Price—$3, per 
unit. Business—Production, refining and marketing of 
oil and gas. Proceeds—For debt repayment and other 
corporate purposes. Office—8 E. Charleston Blvd., Las 
Vegas, Nev. Underwriter—John A. Oja & Associates, 
Las Vegas, Nev. 


Barry (R. G.) Corp. (1/8-12) 
Sept. 21, 1961 filed 100,000 common. Price—$5. Business 
—Manufacture of slippers, robes, cushions, pillows, auto- 
seat covers, and other specialty items. Proceeds—To re- 
pay debt, increase inventory and for other corporate 
purposes. Office—78 E. Chestnut St., Columbus, Ohio. 
Underwriter—Arnold Malkan & Co., N. Y. 


*% Basic Inc. 

Dec. 27, 1961 filed 70,000 cumulative convertible prefer- 
ence shares (par $50). Price—By amendment. Business 
—The production of basic granular and brick refractory 
materials. Preceeds—For plant expansion. Office—845 
Hanna Bldg., Cleveland. Underwriter — First Boston 
Corp., N. T.. 

Bay State Electronics Corp, (1/29-2/2) 

Oct. 27, 1961 filed 160,000 common. Price—By amend- 
ment. Business—Development of products and tech- 
niques for use in the fields of oceanography, meteor- 
ology, seismology and ionospheric phenomena. Proceeds 
—For product development and working capital. Office 
—43 Leon St., Boston. Underwriter—S. D. Fuller & Co., 
New York. 


Bechtold Engineering Co. 
Nov. 30, 1961 filed 135,000 common, of which 95,000 are 
to be offered by the company and 40,000 by a selling 
stockholder. Pricee—By amendment. Business—Manufac- 
ture of specially designed thermosetting plastic fabri- 
cating machinery. Proceeds—For debt repayment and 
other corporate purposes, Office—631 N.E. 45th St., Fort 
Lauderdale, Fla. Underwriter—Roman & Johnson, Fort 
Lauderdale, Fla. 

Bel-Aire Products, Inc. 
Sept. 22, 1961 (“Reg. A”) 75,000 common. Price—$4. 
Business—Manufacture of aluminum pontoon boats. Of- 
fice—25970 W. Eight Mile Rd., Southfield, Mich. Under- 
writer—Ehrlich, Irwin & Co., Inc., N. Y. Offering—im- 
minent. 
* Bell Electronic Corp. 
Dec. 20, 1961 filed $1,250,000 of convertible subordinated 
debentures due 1977; alsv 75,000 common shares. Price— 
For debentures: At par. For stock: By amendment. 
Business—A distributor of electronic parts and equip- 
ment manufactured by others. Proceeds—For debt re- 
payment and other corporate purposes. Office—306 E. 
Aldondra Blvd., Garden, Calif. Underwriters—Mitchum, 
Jones & Templeton, Los Angeles and Walston & Co., 
N. Y. 

Benjamin (W. A.), inc. 
Nov. 15, 1961 filed 50,000 common. Price—By amend- 
ment. Business—Publication of scientific texts and refer- 
ence books. Proceeds—For working capital. Office— 
2465 Broadway, N. Y. Underwriter—None. 

Berkshire Distributors, Inc. (1/22-26) 
Sept. 14, 1961 filed 100,000 common, of which 60,000 
will be sold for the company and 40,000 for certain stock- 
holders. Price—By amendment. Business—The operation 
of eight discount type department stores in four states. 
Proceeds—For the repayment of debt, and working cap- 
ital. Office—203 Ann St., Hartford, Conn. Underwriter— 
May & Gannon, Boston. 
® Bernalen, Inc. 
Nov. 20, 1961 filed 60,000 common. Price—$2.625. Busi- 
ness—-Design and manufacture of photographic process- 
ing and control equipment. Proceeds—For general cor- 
porate purposes.. Office—9821 Foster Ave., Brooklyn, 
N. Y. Underwriter—Amber, Burstein & Co., Inc., N. Y. 
Note—This registration was withdrawn. 

Berne of California, Inc. (1/15-19) 
Oct. 27, 1961 (“Reg. A”) 85,000 common. Price—$3. 
Business — Manufacture of handbags and related items. 
Proceeds—For debt repayment and working capital. Of- 
fice—1621 S. San Pedro St., Los Angeles. Underwriter 
—Pacific Coast Securities Co., San Francisco. 


Continued on page 32 
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Bernz (Otto) Co., Inc. (1/16-19) ; 
Oct. 16, 1961 filed 150,000 class A shares, of which 100,- 
000 are to be offered by the company and 50,000 by 
stockholders. Price—By amendment. Business—Manu- 
facture of small propane-filled steel cylinders, garden 
sprinklers and hose accessories. Proceeds—fFor debt re- 
payment and general corporate purposes. Office—740 
Driving Park Ave., Rochester, N. Y. Underwriter—Rey- 
nolds & Co., Inc., N. Y. 

Besco Enterprises, Inc. 
Oct. 27, 1961 filed 150,000 capital shares. Price—By 
amendment. Business—A holding company whose sub- 
sidiaries operate jewelry and photography departments 
in discount department stores. Proceeds—For debt re- 
payment and expansion. Office—1328 Washington St., 
Oakland, Calif. Underwriters—Kleiner, Bell & Co., 
Beverly Hills, Calif. and Rittmaster, Voisin & Co., N. Y. 


Best Plastics Corp. (1/22-26) 
Sept. 26, 1961 filed 125,000 common, of which 100,000 
will be sold by the company and 25,000 by stockholders. 
Price—$3. Business—Manufacture of plastic novelties 
and party favors. Proceeds—New plant and equipment 
and working capital. Office—945 39th St., Brooklyn, 
N. Y. Underwriter—S. B. Cantor & Co., N. Y. 
® Blackman-Uhlier Chemical Co. 
Dec. 5, 1961 (‘“Reg. A”) 5,600 common. Price — $8.875. 
Business—Manufacture of napthols, pigments, tints and 
intermediates. Proceeds—For selling stockholders. Ad- 
dress—Spartanburg, S. © Underwriter—Dargan & Co., 
Spartanburg, S. C. Offering—Imminent, 

Bioch Brothers Tobacco Co. 
July 3, 1961 (“Reg. A’) 4,000 common shares (par $12.50). 
Price—By amendment. Proceeds—For the selling stock- 
holders. Office—4000 Water St., Wheeling, W. Va. Un- 
derwriter—Fulton, Reid & Co., Inc., Cleveland. Offering 
—Expected sometime in February. 
® Block (H. R.), Inc. (1/15-19) 
Nov. 16, 1961 (“Reg. A”) 75,000 common, of which 25,- 
000 shares are to be offered by the company and 50,009 
shares by selling stockholders. Price—$4. Business— 
Preparation of Federal and State income tax returns. 
Proceeds—For working capital. Office—3937 Main St., 
Kansas City, Mo. Underwriter—George K. Baum & Co., 
Kansas City. 

Biue Haven Pools (1/15-19) 
Nov. 1, 1961 (“Reg. A”) 75,000 capital shares, of which 
40,000 are to be offered by the company and 35,000 by 
stockholders. Priee—$4. Business—Design, construction 
and installation of swimming pools and equipment. Pro- 
ceeds—For debt repayment and general corporate pur- 


poses. Office—11933 Vose St., North Hollywood, Calif. 
Underwriter—Pacific Coast Securities Co., San Fran- 
cisco. 

Bolar Pharmaceutical Co. Inc. (1/8-12) 


Oct. 18, 1961 (‘““Reg. A’’) 50,000 class A common. Price— 
$2. Business—Compounds, manufactures and packages 
private label drugs and vitamins. Proeceeds—For an ac- 
quisition and equipment. Office—54 McKibben St., 
Brooklyn, N. Y. Underwriter—Natale, Miller & Co., Inc., 
New York. 
® Boro Electronics, Inc. (1/2-5) 
Aug. 30, 1961 (“Reg. A”) 100,000 common. Price- $3. 
Business—tThe distribution of electronic products manu- 
factured by others. Proceeds—For inventory, eauipment, 
advertising, promotion, working capital and repayment 
of loans. Office—69-18 Roosevelt Ave., Woodside, N. Y. 
Underwriter — McLaughlin, Kaufman & Co., N. Y. 

Boston Pneumatics, Inc. 
Nov. 13, 1961 (““Reg. A’) 93,500 class A shares of which 
85,000 will be sold for the company and 8,500 for the 
underwriter. Price—$2. Business—Fabrication, assem- 
bly and sale of tools powered by compressed air.: Pro- 
ceeds—For debt repayment and working capital. Office 
—365 Arlington Ave., Brooklyn 8, N. Y. Underwriter— 
T. M. Kirsch Co., Inc., N. Y. 

Bowey’s, Inc. 
Oct. 30, 1961 filed 80,000 common, of which 40,000 are 
to be offered by the company and 40,000 by a stock- 
holder. Price—-By amendment. Business— Manufactures, 
processes and supplies powders, syrups, flavorings, etc., 
to food industry. Proceeds—For repayment of debt and 
working capital. Office—679 N. Orleans St., Chicago, Ill, 
Underwriter — Cruttenden, Podesta & Co., Chicago. 
Offering—Expected sometime in late January. 

Bowling Internazionale, Ltd. 
June 30, 1961 filed 200,000 common shares. Price—$5. 
Proceeds—For the construction or acquisition of a chain 
of bowling centers principally in Italy, and for expansion 
and working capital. Office—80 Wall St., New York. 
Underwriter —P. J. Gruber & Co., Inc., N. Y. 


Brentwood Financial Corp. 
Dec. 13, 1961 filed 159,C00 common, of which 30,000 
are to be offered by the company and 120,000 by the 
stockholders. Price—By amendment. Business—A hold- 
ing company for a savings and loan association. Proceeds 
—For acquisition of two insurance agencies and expan- 
sion. Office — 12601 Sai; Vincente Blvd., Los Angeles. 
Underwriter—-Hayden, Stone & Co., N. Y. 

Bridge Electronics Co., Inc. (2/26-3/2) 
Nov. 29, 1961 filed 225.000 common, of which 200,000 are 
to be offered by the company, and 25,000 by the stock- 
holders. Price—$4. Business—Design and manufacture of 
electronic equipment and communication systems. Pro- 
ceeds—For general corporate purposes. Office—201 Lau- 
rel St., Beverly, N. J. Underwriters—Roth & Co., Inc., 
Philadelphia and Amos Treat & Co., Inc., N. Y. 

Browning Arms Co. (1/29-2/2) 
‘Nov. 27, 1961 filed 368,700 common, of which 150,000 
are to be offered by the company and 218,700 by the 
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stockholders. Price—By amendment. Business—Devel- 
opment, importation and distribution of sporting fire- 
arms. Proceeds—For construction and general corporate 
purposes. Office — First Security Bank Bldg., Ogden, 
Utah. Underwriter—Harriman Ripley & Co., Inc., N. Y. 


@® Building Ventures, Inc. (1/8-12) 

Oct. 27, 1961 (“Reg. A”) 100,000 common. Price—$3. 
Business—Real estate. Proceeds—For working capital. 
Office—309 Main St., Islip, N. Y. Underwriter—Albion 
Securities Co. Inc., N. Y. 


Burnham & Morrill Co. 
Oct. 25, 1961 filed 187,250 common. Price—By amend- 
ment. Business — Manufacture of canned foods, frozen 
dinners and baked beans. Proceeds—For selling stock- 
holders. Office—45 Water St., Portland, Me. Underwrit- 
er—Hornblower & Weeks, N. Y. Offering—In January. 


Burros Corp. 

Oct. 30, 1961 filed 70,000 common, of which 40,000 are 
to be offered by the company and 30.000 by stockhold- 
ers. Price—By amendment. Business—Designs, manufac- 
tures, imports and distributes artificial flowers. Proceeds 
—For repayment of debt and general corporate purposes. 
Office—111 W. 19th St., N. Y. Underwriter—Rodetsky, 
Walker & Co., Inc., N. Y. Offering—In early March. 


Burton Mount Corp. (2/5-9) 
Sept. 22, 1961 filed 100,000 common. Price—$6. Business 
—Importation and distribution of copying machines and 
supplies, Proceeds—Repayment of debt, inventory, sales 
promotion and other corporate purposes. Office—2147 
Jericho Turnpike, New Hyde Park, N. Y. Underwriter— 
Reiner, Linburn & Co., N. Y. 


Bush Terminal Co. (1/15-19) 
Nov. 7, 1961 filed 92,320 common to be offered to stock- 
holders on a 1-for-10 basis. Price—By amendment. 
Business—Operation of warehouses, manufacturing 
buildings, piers and railroad facilities. Proceeds—For 
working capital. Office—48 43rd St., Brooklyn, N. Y. 
Underwriter—None. 

Business Growth Funding Corp. 
Sept. 20, 1961 filed 100,000 common. Price—$4. Business 
—Making of loans to small business concerns, purchase 
of machinery for lease, and the providing of manage- 
ment counseling. Proceeds—For working capital. Office 
—527 Lexington Ave., N. Y. Underwriter—Morton Klein 
& Co., Inc., N. Y. 

Cable Carriers, Inc. (1/3-5) 
March 23, 1961 filed 196,109 shares of capital stock. Price 
—$1.15. Business—The company which began operations 
in 1954, is engaged in the research and development of 
special material handling systems for industrial and 
commercial use based on company-owned patents. Pro- 
ceeds—For working capital. Office—Kirk Boulevard, 
Greenville, S. C. Underwriter—Capital Securities Corp., 
Greenville, S. C. 
è Cadillac Conduit Corp. 
Nov. 30, 1961 (“Reg. A”) 45,583 common. Price—S$6. 
Business—Manufacturer of flexible steel tubing, cables 
and conduits to enclose electrical wires. Proceeds—For 
working capital. Office—19 Warren Pl., Mt. Vernon, 
N. Y. Underwriter—J. B. Coburn Associates, Inc., N. Y. 
Offering—Expected in late March. 


caldwell Publishing Corp. (1/22-26) 
Oct. 27, 1961 filed 137,500 capital shares. Price—$5. 
Business—Publishing of text books and general educa- 
tional works. Preceeds—For general corporate purposes. 
Office—339 W. 51st St, N. Y. Underwriter—S. B. Can- 
tor Co., N. Y. 

Cambridge Fund of California, Inc. 
Sept. 28, 1961 filed 280,000 common. Price—By amend- 
ment. Business—Ge..eral real estate. Proceeds—Debt re- 
payment and working capital. Office—324 E. Bixby Rd.. 
Long Beach, Calif. Underwriter—To be named. Offer- 
ing—Expected sometime in January. 

Campbell-Lurie Plastics, Inc. 
Oct. 27, 1961 filed 574,250 common, of which 500,000 are 
to be offered by the company and 74,250 by a stock- 
holder. Price—$2.50. Business—Company is engaged in 
the plastic business as a converter of raw materials. 
Proceeds—For debt repayment and working capital. 
Office—5440 Highway Ave., Jacksonville, Fla. Under- 
writer—Florida Growth Securities, Inc., Jacksonville. 

Campbell Soup Co. (1/9) 
Dec. 7, 1961 filed 91,000 capital shares. Price—By amend- 
ment. Business—Manufacture of canned soups, spag- 
hetti, juices, etc. Proceeds — For selling stockholders. 
Office—375 Memorial Ave., Camden, N. J. Underwriters 
—First Boston Corp., and Merrill Lynch, Pierce, Fenner 
& Smith Inc., N. Y. 

Campus Casuals of California (1/15-19) 
Oct. 11, 1961 filed 140,000 common. Price—By amend- 
ment. Business—Manufactures ladies’ apparel. Proceeds 
—For selling stockholders, Office—719 S. Los Angeles 
St., Los Angeles, Calif. Underwriter—William R. Staats 
& Co., Los Angeles. 

Canbowl Centers Ltd. 
Aug. 4, 1961 filed 131,500 common shares to be offered 
for subscription by stockholders of American Bowling 
Enterprises, Inc., parent company, on the basis of one 
share for each four American shares held. Price—$5.50. 
Business—The operation of bowling centers. Proceeds— 
For working capital and the construction and operation 
of bowling centers. Office—100 Wilder Bldg., Rochester, 
N. Y. Underwriter—Nore. Offering—Expected in the 
spring of 1962. 

Capitol Research Industries, Inc. 
June 28, 1961 filed 165,000 common shares and 75,000 
common stock purchase warrants. Price—For stock, $2: 
for warrants, 20 cents. Business—The manufacture of 
X-ray film processing machines. Preceeds—For repay- 
ment of loans and working capital . Office—4206 Wheeler 














.. Thursday, December 28, 1961 


Ave., Alexandria, Va, Underwriter—None. Offering— 


Expected in late January. 
Card Key Systems, Inc. 

July 28, 1961 (“Reg. A”) 60,000 common shares (no par), 
Price — $5. Proceeds— For research and development, 
advertising equipment and working capital. Office—923 
S. San Fernando Boulevard, Burbank, Calif. Under- 
writer — Rutner, Jackson & Gray, Inc., Los Angeles, 
Offering—Expected in early February. 


Caribbean Cement Co., Ltd. 
Oct. 18, 1961 filed 272,000 American Depositary Shares, 
each share representing one ordinary share. Price—By 
amendment. Business—Manufacture of cement. Proceeds 
—For selling stockholders. Office—Kingston, Jamaica. 
Underwriter—Paribas Corp., N. Y. 


Caribbean Shoe Corp. 

Oct. 18, 1961 filed 149,794 common, of which 146,667 
will be sold by the company and 3,127 by a stockholder. 
Price—$6. Business—Design, manufacture and distribu- 
tion of custom made shoes for women. Proceeds—Gen- 
eral corporate purposes. Office — 253 S. W. 8th St., 
Miami, Fla. Underwriter—Robert L. Ferman & Co., Inc., 
Miami. Offering—Expected sometime in January. 


Carmer Industries, Inc. (2/26-3/2) 
Nov. 28, 1961 filed 185,000 common, of which 135,000 
are to be offered by the company and 50,000 by a stock- 
holder. Business—Conversion of raw plastics to basic 
shapes such as rods, tubes and sheets. Proceeds—For a 


new plant, repayment of debt, and working capital. 
Office—22 N. 26th St., Kenilworth, N. J. Underwriter— 





Godfrey, Hamilton, Taylor & Co., Inc., N. Y. 


Carolinas Capital Corp. 
Nov. 22, 1861 filed 500,000 common. Price—$10. Business 
—A small business investment company. Proceeds—For 
general corporate purposes, Office—1200 North Carolina 
National Bank Bldg., Charlotte, N. C. Underwriter—R. 
S. Dickson & Co., Charlotte. 


Casavan Industries, Inc. 

Aug. 21, 1961 filed 350,000 capital shares. Price — $7. 
Business—Production of plastics, marble and ceramics 
for the packaging and building indsutries. Proceeds— 
For expansion, leasehold improvements, repayment of 
loans and other corporate purposes. Office—250 Vree- 
land Ave., Paterson, N. J. Underwriter—Foundation Se- 
curities, Inc., N. Y. 


Cavalier Radio & Electronics Corp. (1/22-26) 
Oct. 27, 1961 (‘‘Reg. A’’)60,000 common. Price—$5. Busi- 
ness — Manufacture of specialized raidos and phono- 
graphs. Proceeds—New products, equipment and work- 
ing capital. Office—66-02 Austin St., Forest Hills, N. Y. 
Underwriter—General Securities Co., Inc., N. Y. 


Ceco Steel Products Corp. 
Nov. 13, 1961 filed 18,000 common. Price—By amend- 
ment. Business—Manufacture of products for the con- 
struction industry. Proceeds—For selling stockholders. 
Office—5601 W. 26th St., Chicago. Underwriter—Horn- 
blower & Weeks, N. Y. Offering—Expected in January. 


® Central Acceptance Corp. of Delaware 
(1/29-2/2) 

Nov, 29, 1961 filed 150,000 class A common. Price—$5. 
Business—A sales finance company. Proceeds—For ex- 
pansion. Office—526 North Ave. East, Westfield, N. J. 
Underwriter—Armstrong & Co., Inc.. N. Y. 

Central American Mining & Oil, Inc. 
Oct. 30, 1961 filed 494,250 common. Price—$5. Business 
—Exploration for oil, gas and other minerals. Proceeds 
—For general corporate purposes. Office—Edificio Banco 
Atlantida, Tegucigalpa, D. C., Honduras. Underwriter— 
None. 
® Century Brick Corp. of America (1/29-2/2) 
Nov. 9, 1961 (“Reg. A”) 75,000 common. Price—$4. Busi- 
ness—Company has developed a. process for producing 
simulated brick facing for buildings. Proceeds—For gen- 
eral corporate purposes. Office—4506 W. 12th St., Erie, 
Pa. Underwriter—Sandkuhl & Co., Inc., N. Y. 

Certified Industries, Inc. (1/22-26) 
Sept. 28, 1961 filed $750,000 of 6% convertible subordi- 
nated debentures due 1976 with attached warrants to 
purchase 15,000 class A shares to be offered in units (of 
one $250 debenture and a warrant to purchase 5 shares) 
for subscription by holders of class A and class B shares 
at the rate of one unit for each 50 shares held. Price— 
$250 per unit. Business—Production of concrete for con- 
struction purposes. Proceeds—For expansion, equipment 
and working capital. Office—344 Duffy Ave., Hicksville, 
N. Y. Underwriter—Singer, Bean & Mackie, Inc., N. Y. 

Chester Electronic Laboratories, Inc. (1/4) 
Sept. 27, 1961 filed 100,000 common. Price—By amend- 
ment. Business—Manufacture of electronic teaching 
equipment. Proceeds—For acquisition of a plant and 
equipment, debt repayment, new products and working 
capital. Address—Chester, Conn. Underwriter—Putnam 
& Co., Hartford. Offering—Expected in December. 

Chestnut Hiil Industries, Inc. 
Nov. 29, 1961 filed 300,000 class A common, of which 
225,000 are to be offered by the company and 75,000 by 
stockholders, Price—$7.50. Business—Design and manu- 
facture of women’s, misses’ and junior sportswear, co- 
ordinates, and dresses. Proceeds—For debt repayment, 
equipment and working capital. Office—2025 McKinley 
St., Hollywood, Fla. Underwriter — Clayton Securities 
Corp., Boston, Mass. 

Church Builders, Inc. 
Feb. 6, 1961 filed 50,000 shares of common stock, series 
2. Price—$5.50 per share. Business—A closed-end diver- 
sified management investment company. Proceeds—For 
investment. Office—501 Bailey Ave., Fort Worth. Tex. 
Distributor—Associates Management, Inc.. Fort Worth. 
Offering—Expected in late February. 
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Cinema Studios inc. 
Dec. 14, 1961 (“Reg. A”) 75.000 capital shares. Price—$1. 
Business—Production of motion pictures. Proceeds—For 
working capital. Office—309 Ainsley Bldg., Miami, Fla. 
Underwriter—Dalen Investments & Funds, Inc., Miami. 
@ Cineque Coiorfilm Laboratories, Inc. (1/15-19) 
Aug. 29, 1961 (‘‘Reg. A”) 120,000 common. Price—$2.5U. 
Business—The production of slides and color film strips. 
beg + - edie? agape sales promotion and advertis- 
ing. ice— À th St, N. Y. Underwriter— 
Eisenberg Co., N. Y. Eas 

Citizens Life Ins. Co. of New York (1/8-12) 
Sept. 8, 1961 filed 147,000 common, of which 100,000 will 
be sold by the company and 47,000 by a stockholder. 
Price—By amendment. Business—The writing of or- 
dinary life, group life and group credit life insurance. 
Proceeds—For investment in income producing securi- 
ties. Office—33 Maiden Lane, N. Y. Underwriter—A. G. 
Becker & Co., N. Y. (mgr.). 


*% City Finance Co., inc. 
Dec. 21, 1961 filed 110,000 common. Price—By amend- 
ment. Business—Engaged in the consumer loan and fi- 
nance buisness in Maryland. Proceeds—For general cor- 
porate purposes. Office—307 N. Eutaw St.. Baltimore. 
Underwriter—Stein Bros. & Boyce, Baltimore. 

Civic Center Redevelopment Corp. 
Nov. 13, 1961 filed $21,780,000 of income debentures due 
1995 and 220,000 common shares to be offered in units 
consisting of 1% of stock and 99% of debentures. Price 
—By amendment. Business—Company was formed for 
the purpose of revitalizing downtown St. Louis. Pro- 
ceeds—For acquisition of land, construction of a stadium 
and related facilities. Office—407 N. 8th St., St. Louis. 
Underwriter—N one. 


Clute (Francis H.) & Son, Inc. 
July 3, 1961 filed 1,000,000 common shares. Price—$1.50 
Business — The manufacture of farm and industrial 





NEW ISSUE CALENDAR 


January 2 (Tuesday) 
Allo Precision Metals Engineering, Inc.. Common 
(Davis & Leacn Inc $295,000 
3cro Electronics, Inc. ei Common 
(McLaughlin, Kautman & Co.) $300,000 


Consolidated Aerosol Corp. Common 
(J. E. Bayard & Co., Inc.) $210,000 
Coronet Products Co.-_ __...Common 


‘George K. Baum & Co.) $250,000 

EMAC Data Processing Corp._._______--_- Common 
(M. W. Janis Co., Inc.) $250,000 

Fleetwood Securities Corp. of Amerıca--Common 


(General Securities co., Inc.) $700,000 
Mann Research Laboratories, Inc._______-_ Common 
(L. D. Sherman & Co.) $300,000 
Nationwide Bowling Corp. Sa Capital 


(Warner, Jennings, mande!l & Longstreth) 100,000 suares 


New West Land Corp. : Common 
(Barrett, Fiten, North & Co.) $300,000 
Ozon Products, Inc. Common 


‘Carter, Beriind, Potoma & Weill) 105,000 shares 


Rapid-Film Technique, Inc. Common 
(Herbert Young & Ci Inc $.80,000 
S. O. S. Photo-Cine-Optics, 1Inc..-----------Units 


(William. David & Motti, Inc.) $200,000 


Sell 'N Serv Dispensers, Inc. Common 
‘GGoldsmitu, Heiken & C¢ Inc $300,000 
Sierra Capital Co... Se 
(Cc. E. Unterberg. Towbin Co.) 1,000,000 shares 
Southern Frontier Finance Co. Units 
(J. C. Wheat & Co 10,000 unit 
Struthers Scientitic & International Corp.___Com. 
(Hirsch & Co., Inc.) 150,000 shares 
Swift Homes, Inc. Common 
Fastman Dison, Union Securitic & Co.) 240,000 share 
Virginia Dare Stores Corp. -Common 
iLehman Brothers) 154,000 shares 
January 3 (Wednesday) 

Cable Carriers, Inc. i Capital 
(Capital Securities Corp $225,525 
Community Charge Pian..............----- Units 
Troster, Singer & Co.) 36,000 units 
David's Inc. Common 


(Quinn & Co A. G. Edwards & Sons; Peters, Writer & 
Christensen Inc.; Midland Securities Co Inc. and 
Dempsey-Tegeler & Co.) $309.000 
Semicon, Inc. Class A Common 
‘iS. D. Fuller & Co.) $500,000 


Southern Growth Industries, Inc._------- Common 
(Capital Securities Corp.) $600,000 
Super Valu Stores, Inc.-----------------Cəmmon 


(White, Weld & Co., Inc. and J. M. Dain & Co., Inc.) 
115.000 shares 

Varicraft Industries, Inc._..-------- 

(Mayo & Co., Inc.) $270,000 


Common 


January 4 (Thursday) 
Chester Electronic Laboratories, Inc.....Common 
(Putnam & Co.) 100,000 shares 

Missile Systems Corp. 

(George, O'Neill & Co., Inc.) 148,125 snare 
Standard & Poor’s Corp. 

‘Smith, Barney & Co.) 261,856 snares 

Susan Crane Packaging, Inc._--~-------- Common 

(C. E. Unterberg, Towbin Co.) 150,000 shares 


Common 


Common 


January 5 (Friday) 

All Star World Wide, Inc.__--.--------Debentures 
‘Alessandrini & Co., Inc. and Hardy & Hardy) $250,000 
All Star World Wide, Inc.--.- Common 
(Alessandrini & Co., Inc. and Hardy & Hardy) $750,000 


Koster-Dana Corp. _Common 
(Gianis & Co.) $350,000 
January 8 (Monday ) 
Aceto Chemical Co., Inc. Common 


(Karen Securivies Corp.) $440,000 
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equipment. Proceeds—For materials and inventory, re- 
search and development and working capital. Office— 
1303 Elm St., Rocky Ford, Colo. Underwriter — Stone, 
Altman & Co., Inc., Denver. Offering—In late January. 


Coastal Acceptance Corp. 
Dec. 11, 1961 filed 80,000 class A common, of which 68,- 
000 are to be offered by the company and 12,000 by 
stockholders. Price—$12.50. Business—A small loan fi- 
nance company. Proceeds—For debt repayment. Office— 
36 Lowell St., Manchester, N. H. Underwriter—Eastern 
Investment Corp., Manchester, N. H. 


Colby (Jane), Inc. 
Oct. 19, 1961 filed 105,000 common, of which 50,000 
shares are to be offered by the company and 55,000 
shares by stockholders. Price—$10. Business—Manufac- 
ture of women’s apparel. Proceeds—For general corpo- 
rate purposes. Office—113 Fourth Ave., N. Y. Under- 
writer—Meade & Co., N. Y. Offering—Expected in Jan. 


© Coie Vending Industries, inc. (1/15-19) 

Aug. 28, 1961 filed 115,000 common. Price—$5. Business 
—The manufacture, sale and servicing of vending ma- 
chines. Proceeds—For working capital. Office—560 W. 
Lake St., Chicago. Underwriter—Straus, Blosser & Mc- 
Dowell, Chicago (mgr.), 


® Coleco Industries, Inc. (1/8-12) 

Sept. 26, 1961 filed 120,000 common, of which 12,000 
shares will be offered by the company and 108,000 by 
stockholders. Price—By amendment. Business-—Manu- 
factures plastic toys, play pools, toy boats and houses, 
and games, Proceeds—For plant expansion and working 
capital. Office—75-77 Windsor St., Hartford, Conn. Un- 
derwriter—Cooley & Co., Hartford, Conn. 


Columbus Plastic Products, Inc. 
Nov. 22, 1961 filed 163,600 common, of which 100,000 
are to be offered by the company and 63,600 by stock- 
holders. Price—By amendment. Business—Design and 
manufacture of injection and blow molded plastic house- 


Agency Tile Industries, Inc.__----- a Common 
(International Services Corp.) $300,000 
Albert Voigt Industries, Inc.._-----.------ Common 


(David Barnes & Co., Inc.) $320,000 
All-State Auto Rental Corp. 
(No underwriting) $200,000 
American Building Maintenance Industries Cap. 
(Carl M. Loeb, Rhoades & Co, and Sutro & Co.) 141,000 shares 


Common 


American Financial Corp.- gee Common 
(Shearson, Hammill & Co. and Westheimer & Co.) 150,000 shares 
American Safety Equipment Corp.___- Common 


(Charles Plonn & Co.) $800,000 
Ausco, Inc. Common 


(Pearson, Murphy & Co., Inc.) $330,000 


Aubonne T eo oct Se see ed Common 
(General Economics Corp.) 148,200 shares 
Garit. (E OI Oaa Common 
(Arnold Malkan & Co.) $500,000 
Bolar Pharmaceutical Co., Inc..---------Common 


(Natale, Miller & Co., Inc.) $100,000 
Building Ventures, Inc. 

(Albion Securities Co., Inc $300,000 
Citizens Life Insurance Co. of New York--Common 

(A. G. Becker & Co.) 147.000 shares 


Common 


Coleco Industries, Inc. Common 
(Cooley & Co.! 120,000 shares 

Computron Corp. Common 
(Brandtjen & Bayliss, Inc.) $575,000 

Corrigan Communications, Inc. Common 

(D. E. Liederman & Co., Inc. and Mitchum, Jone & Templeton) 

$750,000 

Deke. BUG: BR cisducstawcndunneadale Common 
(Theodore Arrin & Co., Inc.) $325,000 

Deer Park Baking Co. Common 
(J. R. Willisten & Beane $607,500 

Delaware Barrell & Drum Co., Inc. Common 


(iG. H. Walker & Co 100,000 share 
Diversified Small Business Investment Corp._Com. 
(Lieberbaum & Co. and Morris Cohon & Co.) $3,000,000 


Dixie Dinettes, Inc. Common 
(Rubin, Rennert & Co Inc $720.000 
Electronic Transmission Corp. Common 
(V. S. Wickett & Co., Inc. and Thoma Williams & Lee, Inc.) 
$300,000 
Electrosolids Corp. Preference 
(J. R. Williston & Beane) 100,000 shares 
Elmar Electronics. Inc. Common 
(Schwabacher & Co.) 200.000 shares 
Empire Fund, Inc.-_-~_- É ! Capital 
(A. G. Becker & Co., Inc.) 1.250,000 shares 
Empire Precision Components, Inc. Class A 
(Ezra Kureen Co.) $260,000 
Family Circle Associates, InC..----------- Common 
(Russell & Saxe, Inc.) $350,000 
Fifth Avenue Cards, Inc.--- "l Capital 


(Hardy & Co. and Filor, Bullard & Smyth? 115,090 shares 


Eon O aana o a a a oat Common 
(Merrill Lynch, Pierce, Fenner & Smith Inc.) 50,000 shares 


Futura Airlines Common 
(Raymond Moore & Co., Inc. and Pacific Coast Securities Co.) 
$300,000 
Grafco Industries, Inc.._- Common 
(Philips, Rosen & Appel) $309,000 
Happy House, Iie... cc ncccccucecsen. D 
(No underwriting) $700,000 
High Temperature Materials, Inc.._____..Common 
(L. F. Rothschild & Co.) 120,000 shares 
Hoosier Soil Service, Inc. Common 


(Patterson Securities & Investment Co., Inc.) $283,088 


Hygiene Industries Inc. Common 
(Milton D. Elauner & Co.) $1,000,000 
International Mech-Tronies, Inc. Common 

(Theodore Arrin & Co., Inc.) $240,000 E 
Kelly Girl Service, Inc._- cate ; Common 

(Dean Witter & Co.) 100,000 shares 
Knickerbocker Toy Co., Inc. Common 


(Netherlands Securities Co., Inc. and Herbert Young & 
Co., Inc.) 100,000 shares 


Macoid Industries, Inc. i Common 
(Charles Plohn & Co.) $1,500,000 
Micro-Lectric, Inc. Common 


(Underhill Securities Corp.) $220,000 
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wares. Proceeds—To purchase machinery, expand facil- 
ities, repay debt, and increase working capital. Office— 
1625 W. Mound St., Columbus, O. Underwriter—W. E. 
Hutton & Co., Cincinnati, 


Commonwealth Realty Trust (1/15-19) 
Nov. 22, 1961 filed 430,556 shares. Price—$10. Business 
—A real estate investment trust. Proceeds—For general 
corporate purposes. Office-—-8201 Fenton Road, Philadel- 
phia. Underwriters— Woodcock, Moyer, Fricke & French, 
Inc., and Gerstley, Sunstein & Co., Philadelphia. 


Community Charge Plan (1/3-5) 

Sept. 22, 1961 filed $3,600,000 of 6% subordinated deben- 
tures due 1976 (with attached warrants to purchase 
72,000 common shares) and 216,000 common, to be ot- 
fered in units consisting of a $100 debenture (and a 
warrant to purchase two shares) and six common shares. 
Price—By amendment. Business—The purchase at a 
discount from merchant-members, their accounts receiv- 
able arising from customers who hold credit cards issued 
by these members. Proceeds—To repay debt and increase 
working capital. Office—10 Banta Place, Hackensack, 
N. J. Underwriter—tTroster, Singer & Co., N. Y. 


Computer Components, Inc. 


Dec. 6, 1961 filed 120,000 common, of which 90,000 are 
to be offered by the company and 30,000 by stockhold- 
ers. Price—$3. Business Manufacture of miniature 
coils for relays used in computers, aircraft, missiles and 
guidance systems. Proceeds—For general corporate pur- 
poses. Office—88-06 Van Wyck Expressway, Jamaica, 
N. Y. Underwriter—Jay W. Kaufmann & Co., N. Y. 


Computron Corp. (1/8-12) 


Sept. 15, 1961 filed 500,000 common. Price—$1.15. Busi- 
ness—Research, development, design and production of 
electronic automation devices. Proceeds—For equipment, 
research and development and working capital. Office— 


Continued on page 34 


Milgray Electronics, Inc Common 


(Marron, Sloss & Co., Inc.) 166.667 share: 
Narrows Premium Corp. Common 
( Pearson, Murphy & Co Inc.) $400,000 
North Atlantic Industries, Inc. Common 
(A. G. Saxton & Co Inc.) 131.500 shares 
Oceanic Instrument, 56... ..6.26icci. Common 
(Globus, Inc.) $140,000 
Orbit Industries, Inc. ideale SAN dabuaane Common 
(Hodgdon & Co., Inc.) $500,000 
Plymouth Discount Corp.-_--- AOA > Se _.Common 
(M. Posey Associates, Ltd.) $300,000 
Product Research of R. I., Inc.------------ Common 
(Continental Bond & Share Corp.) $676,500 
Pulp Processes Corp.__------------------Common 


(Wilson, Johnson & Higgins) $700,000 
Pyramid Publications, Inc. Common 
(Milton D. Blauner & Co., Inc.) 115,000 shares 
Quartite Creative Corp... .n<c0<cc0ce<s Common 
(Shell Associates, Inc. and Godfrey, Hamilton & Taylor & Co.) 
$500,000 
Rainbow Photo Laboratories, Inc. Common 
(Rodetsky, Walker & Co., Inc.) 150,000 shares 
Realty Equities Corp. of New York-. Units 
(Offering to stockholders—underwritten by Sutro Bros. & Co.) 
$1,675,800 

` 
Recco, Inc. Class A 
(Midland Securities Co., Inc.) 75,000 shares 
treher Simmons Research, Inc. Capital 
(McLaughlin, Kaufmann & Co.) $900,000 
Rocket Power, MGic.<s0~sesends _......Common 
(Paine, Webber, Jackson & Curtis) 200,000 shares 
Sabre, Inc. Common 
(Schmidt Shar} McCabe & Co Inc.) $100,000 
Sel-Rex Corp. s _.......Common 
(Eastman Dil!on, Union Securities & Co.) 200,000 shares 
Servonuclear Corp Common 
(Rothenberg Keller & Ci Inc.) $200.000 


Servotron Corp. Common 
(No underwriting») $500,000 
Shatterproof Glass Corp. Common 
(Shields & Co.) 215,000 shares 
Sonic Systems, Inc. Common 
(Keene & Co., Inc.) $150,000 
Southern Syndicate, Inc. Common 


(Jahnson, Lane, Space Corp.) 300,000 shares 


Space Age Materials Corp._-------- Common 
(Durum Securities Corp.) $300,000 : 

Sportsmen, Inc. Units 

(Wiliam, David & Motti, Inc.) $300,000 

Steel Plant Equipment Corp. Common 
(Joseph W. Hurley & Co.) $300,000 

Sterling Extruder Corp. : Common 
(Marron, Sloss & Co.) 90,000 shares 

Tele-Communications Corp. Common 


(Edward Lewis Co., Inc.) $300,000 
Trio-Tech, Inc. ...-:-: «= initial wales Cee 
(Ezra Kureen Co.) $200,000 
Tripoli Co., Inc. ' 
(D. L. Greenbaum & Co.) $300,000 
U-Tell Corp.-_- bendencdtae doh od: 
(Continental Securities Corp.) $155,485 
United States Crown Corp.-.------------- Common 
(Adams & Peck) $1,200,000 
Univend Corp. 
(Ezra Kureen Co.) $287,500 


Uropa International, Inc._~---------- _..Common 
(Dean Samitas & Co.) $300,000 


Common 


Common 


Common 


Voldale, Inc. Common 
(Peters. Writer & Christensen, Inc.) $229,500 
Western Semiconductors, Inc...--.-------Capital 
(Currier & Carlsen, Inc.) $300,000 
Wiatt (Norman) Co. Common 


(Schwabacher & Co.; J. Barth & Co. and Bear, Stearns & 
Co.) 135,000 shares 


Winchell Donut House, Inc. 
(McDonnell & Co., Inc.) 90,000 shares 


r `‘ 
Windsor (Key), Inc.-_- a Saal oc es agra Class A 
(Lee Higginson Corp.) 200,000 shares 


Common 


Continued on page 34 





i 
I 
f 


a a a ae tt 


aar a A E ON O O 


m n 





a i a 


} 
> 
) 
$ 
} 
} 
; 

A 
' 

, 
’ 
’ 


34 (2854) 


Continued from page 33 


9330 James Ave., South, Minneapolis. Underwriter— 
Brandtjen & Bayliss, Inc., St. Paul, Minn. 
© Concord Products, Inc. (2/13-16) 
Nov. 28, 1961 filed 120,000 common (with attached 3- 
year warrants to purchase an additional 60,000 shares 
at $2 per share) to be offered in units of one share and 
one-half warrant. Price—$2 per unit. Business—Manu- 
facture of cosmetics, toiletries, cleaning chemicals, jew- 
elery, etc. Proceeds — For general corporate purposes. 
Office—525-535 E. 137th St.. New York City. Under- 
writer—N. A. Hart & Co.. N. Y. 

Concors Supply Co., Inc. (1/22-26) 
Oct. 19, 1961 filed 100,000 class A common, Price—$4. 
Business—Sale of food service and kitchen equipment. 
Proceeds — For equipment, debt repayment and other 
corporate purposes. Officee—110 “A” St., Wilmington, Del. 
Underwriter—Roth & Co., Inc., Philadelphia. 


% Conductron Corp. 

Dec. 20, 1961 filed 125,600 class A common. Price—By 
amendment. Business—Research and development in the 
general field of electromagnetic radiation for the U. S. 
Government, Preceeds—For debt repayment and other 
corporate purposes. Office—343 S. Main St., Ann Arbor, 
Mich. Underwriters — McDonnell & Co., and Halle & 
Stieglitz, N. Y. 

Consolidated Aerosol Corp. (1/2-5) 

Sept. 29, 1961 (“Reg. A”) 70,000 common, Price—$3. 
Business—Compounds and packages cosmetics, house- 
hold pharmaceutical and industrial products. Proceeds 
—For debt repayment, equipment and working capital. 
Office—107 Sylvester St., Westbury, N. Y. Underwriter 
—J. E. Bayard & Co., Inc., 80 Wall St., New York City. 


@ Consolidated Bowling Corp. (1/29-2/2) 

Sept. 28, 1961 filed 200,000 common. Price—By amend- 
ment. Business—Operation of bowling centers. Proceeds 
—For expansion and working capital. Office—880 Mil- 
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itary Rd., Niagara Falls, N. Y. Underwriter—Doolittle 
& Co., Buffalo, N. Y. 


Continentai Industrial Electronics Corp. 
Nov. 21, 1961 filed 200,000 common. Price—$2.50. Busi- 
ness—Development and manufacture of television pic- 
ture tubes. Preceeds—For debt repayment and other 
corporate purposes. Office—2724 Leonis Blvd., Los An- 
geles. Underwriter — Amos Treat & Co., Inc., N. Y. 
Offering—Expected sometime in February. 


© Continental Leasing Corp. 
June 19, 1961 (“Reg. A”) 75,000 commun. Price — $4. 
Proceeds—For purchase of new automobiles, advertising 
and promotion, and working capital. Office—4 Gateway 
Center, Pittsburgh, Pa. Underwriter — Cambridge Secu- 
rities, Inc., N. Y. 

Control Circuits, Inc. 
Nov. 16, 1961 (“Reg. A”) 120,000 common. Price—$2.50 
Business—Manufacture of electronic components and as- 
semblies. Proceeds—For expansion, research and devel- 
opment and working capital. Office—c/o Shepherd, Mur- 
tha & Merritt, 97 Elm St., Hartford, Conn. Underwriter 
—John R. Boland & Co., Inc., N.Y. 


Control Dynamics, Inc. (3/5-9) 
Oct. 24, 1961 filed 500,000 common. Price—$1.15. Busi- 
ness—Development and production of electronic testing 
and training devices. Proceeds — For expansion and 
working capital, Office—9340 James Ave., S., Minneapo- 
lis. Underwriter—Brandtjen & Bayliss, Inc., St. Paul. 


Cooke Engineering Co. (1/15-19) 
Sept. 12, 1961 filed 32,000 common. Price—$11. Business 
—The manufacture of electronic products and the fur- 
nishing of engineering services. Proceeds—For equip- 
ment, new products, sales promotion and working cap- 
ital. Office—735 N. St. Asaph St., Alexandria, Va, Un- 
derwriter—Jones, Kreeger & Co., Washington, D. C. 


® Coronet Products Co. (1/2-5) 
Oct. 31, 1961 (“Reg. A’) 62,500 common. Price—$4. 





Business—Manufacture of aluminum storm windows and 
doors. Proceeds—For equipment, inventory and work- 
ing capital. Office—2440 Charlotte St., Kansas City, Mo. 
Underwriter—George K. Baum & Co., Kansas City, Mo. 


Corrigan Communications, Inc. (1 8-12) j 
Sept. 28, 1961 filed 375,000 common. Price—$2. Business 
—Development and sale of tutorial electronics com- 
munications systems for use in individual class rooms. 
Proceeds—To repay loans, purchase machinery, and in- 
crease working capital. Office—1111 E. Ash Ave., Fuller- 
ton, Calif. Underwriters—D. E. Liederman & Co., Inc. 
N. Y. and Mitchum, Jones & Templeton, Los Angeles. 


® Cosnat Record Distributing Corp. 
May 26, 1961 filed 150,000 shares of common stock, of 
which 105.556 shares are to be offered for public sale by 
the company and 44,444 outstanding shares by the pres- 
ent holders thereof. Price—-To be supplied by amend- 
ment. Business—The manufacture and distribution of 
phonograph records. Proceeds—For the repayment of 
debt, and working capital, Office—315 W.47th St., N. Y. 
Underwriter—Amos Treat & Co., N. Y. 

Coyle’s Voting Machine Co. (1/15-19) 
Aug. 31, 1961 (“Reg. A”) 10,000 common. Price—$14.75. 
Business—The sale of punch card type voting machines. 
Office—830 High St., Hamilton, O. Underwriter—John 
A. Kemper & Co., Lima, O. 
© Cromwelli Business Machines, Inc. (1/15) 
Aug. 1, 1961 (“Reg. A”) 100,000 common shares (par 50 
cents). Price—$3. Proceeds—For repayment of loans, 
machinery, leasehold improvements, advertising and 
working capital. Office—7451 Coldwater Canyon Ave- 
nue, North Hollywood, Calif. Underwriter—Pacific Coast 
Securities Co., San Francisco. 


® Crypiex Industries, Inc. (1/29-2/2) 
Oct. 10, 1961 filed 80,000 common. Price—$3.75. Busi- 
ness — Manufactures plastic jewelry, dress accessories 








Continued on page 35 


S E a R E 





Continued from page 33 
January 9 (Tuesday) 


American Finance Co., Inc.___-------------- Units 
(Myron A. Lomasney & Co.) $1,250,000 ù 
III CI a aa nen goen neh Capital 


(First Boston Corp. and Merrill Lynch, Pierce, Fenner & Smith 
Inc.) 91,000 shares 


Bismegesbon Ce. AS Common 
(D. A. Lemasney & Co.) $300,000 
I katana Common 


(Offering to stockholders—iunderwritten by Edward D. 
so Jones & Co.) 100,000 shares i 
Municipal Investment Trust Fund, Pa. Series__Ints. 
(Ira Haupt & Co.) $6,375,000 


New York Telephone Co.____-.--.---.---- Bonds 
(Bids 11 a.m. EST) $60,000,000 
Savin Business Machines Corp.--------- Common 
: (Ira Haupt & Co.) $1,500,000 S 
aa T a an Capital 
s (No underwriting) $1,125,000 
Union Trust Life Insurance Co.---------- Common 
(No underwriting) 300,000 shares 
World Scope Publishers, Inc..----------- Common 


(Standard Securities Corp.) 300,000 shares 
January 10 (Wednesday) 


oO BR ee SE eee Common 
(Globus, Inc.) $1,750,000 
Haeréfiela Stores, The. .2 222 ot Debentures 
(Van Alstyne, Noel & Co. and Johnston, Lemon & Co.) $5,000,000 
Jorn’s Greeting Card Co., Inc..---------- Common 
(Godfrey, Hamilton, Taylor & Co., Inc.) 110,000 shares 
a ee eee Units 
(Paul C. Kimball & Co.) 1,000 units 
Marshall Electronics Co............-.-~._ Common 
(Richard Bruce & Co.. Inc.) $300,000 
Natural Gas Pipeline Co. of America___---_-_-- Bonds 
(Dillon, Read & Co., Inc. and Halsey, Stuart & Co., Inc.) 
$30,000,000 
Paramount Foam Industries___________-~- Common 
; (Pialkov & Co., Inc.) 137,500 shares 
Puerto Rico Capital Corp.__......._.---- Common 
‘ Lieberbaum & Co. and Morris Cohon & Co.) $5,000,000 
Tri-Point Industries, Inc._.........._---- Common 


(Hill, Darlington & Grimm) 160,000 shares 
January 15 (Monday) 


Acro Electronic Products Co...---------- Common 
(Roth & Co., Inc.) $400,000 
Saa a Ree Common 
(Pacific Coast Securities Co.) $300,000 
IR NN R Ta Common 
(Whitehall Securities Corp.) $381,000 
EE SNE aaa a ait oe Common 
x (Amber, Burstein & Co., Inc.) $225,000 
American Micro Devices, Inc._.___________ Common 
(Naftalin & Co., Inc.) $1,725,000 
mmotec Products, Inc. -.<...-....._..___- Common 
(G. Everett Parks & Co., Inc. and Parker Co.) $300,000 
SE A a Common 
(Mortimer B. Burnside & Co., Inc.) $675,000 
Atlas Electronics Inc.___._..._.__.._.....__ Common 
(Hay, Fales & Co. and McLaughlin, Kaufman & Co.) $388,500 
Berne of California, Ine.........._.__.___ Common 
(Pacific Coast Securities Co.) $255,000 
I a E ona Common 
(George K. Baum & Co.) $300,000 
I a an Capital 
(Pacific Coast Securities Co.) $300,000 
O T O o nna ee Common 
(Offering to stockholders—no underwriting) 92,320 shares 
Campus Casuals of California___________ Common 
; (William R. Staats & Co.) 140,000 shares 
Cineque Colorfilm Laboratories, Inc..__..Common 
(Paul Eiserherg Cn.) $300,000 
Cole Vending Industries, Inc...__________ Common 
(Straus, Blosser & McDowell) $575,000 
Commonwealth Realty Trust_._.._.__________ Shares 


(Woodcock, Moyer, Fricke & French, Inc. and Gerstley, 
Sunstein & Co.) $4,305,560 


Cooke Engineering Co.__------.--------- Common 
(Jones, Kreeger & Co.) $352,000 
Coyle’s Voting Machine Co.-------------- Common 
(John A. Kemper & Co.) $147,500 
Cromwell Busines Machines, Inc.--------- Common 
(Pacific Coast Securities Co.) $300,000 
Delford Industries, Inc...--------- ase-+ -Common 
(I. R. E. Investors Corp.) ,$332,500 
DeLuwe, Homes, tne... ----.....-.9.----: .Common 
(Alessandrini &, Co., Inc.). $300,000 
Dousterty Biers Ge. .......-......... Common 
(‘Suplee, Yeatman, Mosley & Co., Inc.) 120,000 shares 
Fols Venne On, Tinin Common 


(No underwriting) $330,000 


Garden State Small Business Investment Co.__Com. 
(Godfrey, Hamilton, Taylor & Co., Inc.) $990,000 


COG TE Ge Net eatin nne Common 
(Amos Treat & Co., Inc.) $1,540,000 
SED . Ge. | Beckie dtdcnccusun Debentures 


(Offering to stockholders—underwritten by Glore, Forgan & 
Co. and H. M. Byllesby & Co., Inc.) $2,550,000 


Jolmesh. Bhectromice inc. ._....- --...-2.. Capital 
(Warner, Jennings, Mandel & Longstreth) 125,000 shares 
Laboratory Procedures, Inc._-----.-------- Capital 
(Pacific Coast Securities Co.) $250,000 
I | rs ae Common 
(Seymour, Bernard & DuBoff, Inc.) $550,000 
Lomart Perfected Devices, Inc.---------- Common 
(No underwriting) $500,000 
Maust Coal & Coke Corp.___------------ Common 
(Eastman Dillon, Union Securities & Co.) 250,000 shares 
Melnor Industries, Inc.........--.------- Common 
(Francis I. duPont & Co.) 152,500 shares 
Metallurgical International, Inc.---------- Class A 
(Mortimer B. Burnside & Co.) $435,000 
Dne S a n mn Common 
j (F. L. Rossman & Co.) 100,000 shares 

National Bowling Lanes, Inc..------------- Capital 
j (Edward Lewis & Co., Inc.) $825,000 

National Capital Acceptance Corp.------- Common 
(Guardian Investment Corp.) $300,000 

National Equipment & Plastics Corp.___- Common 
i (Cortlandt Investing Corp.) $525,000 

Nutri-Laboratories, Inc. ----------------Common 

(Hirschel & Co.) $500,000 

O O OOO O T O Common 
E (A. D. Gilhart & Co., Inc.) $350,000 

Pacific Nutrient & Chemical Co.________- Common 

(Paul Eisenberg & Co., Inc. and Magnus & Co., Inc.) $480,000 

Policy-Matic Affiliates, Inc......._._--.__ Capital 

_ (Balogh & Co., Inc.) $650,000 

ET ee eee Capital 
(Sutro Brothers & Co.) 127,500 shares 

Rubber & Fibre Chemical Corp.--------- Common 

(Armstrong & Co., Inc.) $600,000 

Southern California Edison Co.--------- Common 

(First Boston Corp. and Dean Witter & Co.) 1,500,000 shares 

Southern Realty & Utilities COorp.---------- Units 


(Hirsch & Co. and Lee Higginson Corp.) 8,280 units 


Turner Engineering & Automation Corp.._._.Com. 
‘Valley Forge Securities Co., Inc.) $300,000 


Tyson Metal Products, Inc._______________Common 
(Arthurs, Lestrange & Co.) 70,000 shares 
Val-U Homes Corp. of Delaware_______- -Common 
. ‘Underwriter to be named) $500,000 
Vic Tanny Enterprises, Inc.--------------Common 
(Globus, Inc. and Ross, Lyon & Co., Inc.) $1,250,000 
Voron Electronics Corp..._-.............- Class A 
‘John Josnua & Co., Ine. and Reuben Rose & Co.) $300,000 
Weles Bros. Stores, Ine...............-. -Class A 
(Francis I. duPont & Co.) 140,000 shares 
West Coast Telephone Co.__________-_-_- Common 
(Blyth & Co., Inc.) 110,000 shares 
Westland Capitel’ Corg...............--- Common 


(Bear, Stearns & Co.) $10,840,000 


January 16 (Tuesday) 


A & M Instrument, Inc..________________ Common 
(Crosse & Co., Ine.: V. 8. Wickett & Co., Inc. and Thomas, 
Williams & Lee) $525,000 
Barna (Otile) Ga ee eee Class A 
(Reynolds & Co., Inc.) 150,000 shares 


Soo a o E r aE a SP Debentures 
(Merrill Lynch, Pierce, Fenner & Smith Inc.) $20,000,000 
Feernett incnsiries, Enaisi coe Common 
(Albion Securities Co., Inc.) $300,000 
Re Zo. SRP Oh ca Common 
(Stevens Investment Co.) $450,000 
Linch FORE, Mi cinsas Common 
(Horizon Management Corp.) 951,799 shares 
Priis namit. Benna Common 
(Steven Investment Corp.) $375,000 
San Diego Imperial Corp.__---- ..__-.--_-_- Common 
«White, Weld & Co., Inc. and J. A. Hogle & Co.) 350,091 shares 
United Scientific Laboratories, Inc..----- Common 


(Fred F. Sessler Co., Inc.) $720,000 


January 22 (Monday) 


Adrie Gpl COED Debentures 
(A. D. Gilhard & Co., Inc.) $240,000 
Tas Se O y’ MA Common 
(A. D. Gilhard & Co., Inc.) $50,000 
Astro-Gcience COFrp. ..... 06. sineece Common 
(W. C. Langley & Co.) 232,500 shares 
Berkshire Distributors, Inc..____..___--._~- Common 
(May & Gannon) 100,000 shares 
Best Fineties OID oaa a a Common 
(S. B. Cantor Co.) $375,000 
Caldwell Publishing Corp._.._.._._______- Capital 
(S. B. Cantor Co.) $687,500 
Cavalier Radio & Electronics Corp.___-_- Common 
(General Securities Co., Inc.) $300,000 
Certified Industries, Inc.......-........______Units 
(Singer, Beane & Mackie, Inc.) $750,000 
Concors Supply Co., TE.. -ssas ATE EA Common 
(Roth & Co., Inc.) $400,000 
Glass-Tite Industries, Inc..______________Commeon 
(Hemphill. Noves & Co.) 185,000 shares 
Green (Henry J.) Instrument Co._______._Commen 
(N. A. Hart & Co.) $315,000 
Gulf American Fire & Casualty Co.____._Common 
(Offering to stockholders—no underwriting) $452,008 
Interphote Cope. .....ccokesouecuccu-«. een 


(C. E. Unterberg, Towbin Co. and Arnhold & 
S. Bleichroeder, Inc.) $1,800,000 


Jackson Onticel.- Bié -La Common 
(Stan-Bee & Co.) $150,000 
Japan Fund, Inc._______-__- nts ales a 
(Bache & Co.; Paine, Webber, Jackson & Curtis and 
Nikko Securities Co., Ltd.) $25,000,000 
a FE Sa ea eS Common 
(Pacific Coast. Securities Co.) 72,000 shares 
Markite Corp. __-. Common 


(C. E. Unterberg, Towbin Co.) 100.000 shares 
Marks Polarized Corp. : _.....Common 
(Ross, Lyon & Co., Inc.; Glass & Ross, Inc. and 
Globus, Inc.) 95,000 shares 


Metatronics Manufacturing Corp.. Common 
(Frank Karasik & Co.) $200,000 
Molecular Dielectrics, Inc. --- -Common 


(Street & Co., Inc. and Irving Weis & Co.) $750,000 


Motor Parts Industries, Inc. KA cue "S A 
: (Street & Co., Inc.) 120,000 shares 
National Real Estate Investment Trust___Common 
(Lee Higginson Corp.) $15,000,000 
National Tel-Tronics Corp.___.._.__.___ Common 
(Frank Karasik & Co., Inc.) $399,000 
Olympia Mines, Inc._________ Sake _Capital 
a (Gaumont Corp., Ltd.) $405,000 
Originala, Inc. . aa Common 
(Underwriter to be named) $1.387.500 
Papekote, Inc. MORS Common 
‘ (Edward Lewis Co., Inc.) $300,000 
Ripley Industries, Inc., and 
Jomar Plastics, Inc.. eS 
(Paine, Webber, Jackson & Curtis and American Securities 
Corp.) 100,000 units 
Roto Cylinders, Inc. _...Common 
(Woodcock, Moyer, Fricke & French, Iné.) $300,000 
United Aero Products Corp.. Debentures 
(Hess, Grant & Remington, Inc. and Arthurs, 


Lestrange & Co.) $600,000 


Continued on page 35 
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and novelties. Proceeds—For product development, mov- 
ing expenses and working capital. Office—37 E. 18th St., 
N. Y. Underwriter — Herbert Young & Co., Inc., N. Y. 


Custom Meta: Products, Inc. 
Nov. 20, 1961 filed 100,000 common. Price—$4. Business 
—Manufacture of metal components and electronic 
hardware to precise tolerances. Proceeds—For repay- 
ment of debt and other corporate purposes. Office—626 
Atkins Ave., Brooklyn, N. Y. Underwriter—Blank, 
Lieberman & Co., Inc., N. Y. 


* Cul & Curi, Inc. 

Dec. 20, 1961 filed iC0,0C0 common. Price—$4. Business 
—Operation of beauty valons. Proceeds—For expansion. 
Office—67-11 Main St, Flushing, N. Y. Underwriier— M. 
J. Merritt & Co., Inc, N. Y. 


Cybernetic Systems Corp. 
Dec. 5, 1961 filed 100,000 class A shares. Price—$4. Busi- 
ness — Company plans to operate a service to furnish 
advice, assistance and skill in the field of data process- 
ing. Proceeds-——-For general corporate purposes. Office 
—71 W. 23rd St., N. Y. Underwriter—Jay W. Kaufmann 
& Co., N. Y. 


Dale Systems, Inc. (1/8-12) 
Aug. 9, 1961 filed 100,000 common, Price—$3.25. Business 
—A shopping service which checks the efficiency of 
retail sales employees, Proceeds—Expansion and gen- 
eral corporate purposes. Office—1790 B’way, N. Y. Un- 
derwriter—Theodore Arrin & Co, Inc., N. Y. 


Data-Design Laboratories, Inc. 
Oct. 9, 1961 filed 100.000 capital shares. Price—By 
amendment. Business—Publishing of technical reports 
and manuals covering electronic equipment. Proceeds 
—For debt repayment and working capital. Office—945 
E. California St.. Ontario, Calif. Underwriter—Morgan 
& Co., Los Angeles. 


Dataline Computer Processing Associates, Ltd. 
Nov. 21, 1961 (“Reg. A”) 160,000 common. Price—$1.25. 
Business—Renders consulting services in the field of 
commercial data processing. Proceeds—For debt repay- 
ment and working capital. Office—50 E. 42nd St., N. Y. 
Underwriter—Robert F. Shaw, Locust Valley, N. Y. 


David & Dash, Inc. 
Oct. 25, 1961 filed 108,000 common. Price—$5. Business 
—Designing, converting, importing and distributing of 
decorative fabrics. Proceeds—For debt repayment and 
general corporate purposes. Office—2445 N. Miami Ave., 
Miami, Fla. Underwriter—Stirling, Linder & Prigal, 
Inc., 50 Broadway, N. Y. 


David’s Inc. (1/3) 

Nov. 29, 1961 (“‘Reg. A’) 60,000 common. Price — $5. 
Business— Operation of a membership department store. 
Proceeds—For working capital. Office—11000 E. Kel- 
logg St., Wichita, Kan, Underwriters—Quinn & Co., Al- 
buquerque; A. G. Edwards & Sons, St. Louis; Peters, 
Writer & Christensen, Inc., Denver; Midland Securities 
Co., Inc., Kansas City, Mo.; and Dempsey-Tegeler & Co., 
St. Louis. 


Davis (H.) Toy Corp. 

Nov. 27, 1961 filed 100,000 capital shares (with attached 
warrants to purchase an additional 100,000 shares), to be 
offered in units of one share and one warrant. Price— 
$3.25 per unit. Business—Manufactures educational toys. 
Proceeds—To repay debt and increase working capital. 
Office—794 Union St., Brooklyn, N. Y. Underwriters— 
Hampstead Investing Corp., Aetna Securities Corp., and 
Atlas Securities Corp., N. Y. 


Deer Park Baking Co. (1/8-12) 
Oct. 27, 1961 filed 90,000 common, of which 10,000 shares 
are to be offered by the company and 80,000 shares by 
stockholders. Price—$6.75. Business—Manufacture of 
Danish-style and ice-box cookies. Proceeds—For work- 
ing capital and general corporate purposes. Office— 
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South Egg Harbor Rd., Hammonton, N. J. Underwriter 
—J. R. Williston & Beane, N. Y. 


Delaware Barrel & Drum Co., Inc. (1/8-12) 
Sept. 26, 1961 filed 100,000 common. Price—By amend- 
ment. Business—Manufacture of plastic shipping con- 
tainers and tanks. Preceeds—For research and develop- 
ment and other corporate purposes, Office—Eden Park 
ae eae, Del. Underwriter—G. H. Walker 

oe. Oe 


Delford Industries, Inc. (1/15-19) 
Sept. 28, 1961 filed 95,000 common. Price—$3.50. Busi- 
ness—Manufacture of precision rubber extrusions. Pro- 
ceeds—Plant expansion, equipment, debt repayment and 
working capital. Office—82-88 Washington St., Middle- 
town, N. Y. Underwriter—I. R. E. Investors Corp., 
Levittown, N. Y. 


è Deita Capital Corp. 


Aug. 9, 1961 filed 5V0,000 common shares. Price — By 
amendment, Business—A small business investment 
company. Proceeds—For investment. Office—610 Na- 
tional Bank of Commerce Building, New Orleans. Un- 
derwriters—Blair & Co., New York and Howard, Weil, 
Labouisse, Friedrichs & Co., New Orleans (managing). 
Offering—Expected sometime in March. 





Deita Venture Capital Corp. 
July 13, 1961 filed 520,000 common shares. Price—$3.30. 
Business—An investment company, Office—1011 N. Hill 
St., Hopkins, Minn. Underwriter—None. 
® DeLuxe Homes, Inc. (1/15-19) 


Dec. 11, 1961 (“Reg. A”) 60,000 common. Price — $5. 
Business — Construction and financing of shell homes. 
Proceeds—For working capital. Address—Allendale, S. C. 
Underwriter—Alessandrini & Co., Inc., N. Y. 


Continued on page 36 
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EE ae ae Common 
(N. A. Hart & Co.) $270,000 
Valley Metallurgical Processing Co._____.Common 
(McDonnell & Co., Inc.) 70,000 shares 
es BE, okiee Wace a Common 
(Hodgdon & Co., Inc.) $2,100,000 
were C T Gea n wee Common 


(Godfrey, Hamilton, Taylor & Co.) $486,000 


January 23 (Tuesday) 


Shamrock Oil & Gas Corp.___--------- Debentures 
(First Boston Corp.) $25,000,000 
Texas Power & Light Co.___---------- Debentures 


(Bids 11:30 a.m.) $10,000,000 


January 29 (Monday) 


P’ S SERE Common 
(Cambridge Securities, Inc. and Ldward Lewis Co., Inc.) 
$500,000 
Airtronics International Corp. of Florida -Common 
(Stein Bros. & Boyce and Viekers, McPherson & Warwick, Inc.) 
199,000 shares 


Alaska Pacific Lumber Co.._-.._-_------ Common 
(Dempsey-Tegeler & Co., Inc.) 250,000 shares 
Alson Manufacturing Co._.------------- Common 
(Albion Securities Co.. Inc.) $300,000 
American Book-Stratford Press, Inc.._.. Common 


(Bear, Stearns & Co.) 430,000 shares 
American Realty & Petroleum Corp..__Debentures 
(Troster S'nger & Co.) $2,000.000 
Atmospheric Controls, Inc.---------------Common 
(First Investment Flanning Co.) $140,000 
Bacharach Industrial Instrument Co.___-__- Common 
(Arthurs, Lestrange & Co.) 60,000 shares 
Bay State Electronics Corp.-------------Common 
(S. D. Fuller & Co.) 160,000 shares 


Browning. Amos (00.05. 3.<4+~>~.--- _._...Common 
(harriman Riplev & Co., Inc.) 368 700 shares 


Central Acceptance Corp. of Delaware____Common 
‘Armstrong & Co., Inc.) $750,000 

Century. Brick: Corp.........<.............Cemeaem 
(Sandkuhl & Co., Inc.) $300,900 

Consolidated Bowling Corfp.-------------Common 
(Doolittle & Co.) 200,000 shares 

Cryplex Industries, Inc._-.-.._----- TES ake Common 

‘Herbert Young & Co., Inc.) $300,000 
District. Photo, inc.. ......«..- : _._...Common 


(Auchincloss, Parker & Redpath) 100,000 shares 
Eastern Properties Improvement Corp..._Common 
(Woodcock, Moyer, Fricke & French, Inc.) $2,500,000 
Eastern Properties Improvement Corp...._Debens. 
(Woodcock, Moyer, Fricke & French, Inc.) $1,500,00° 


ewes EN Se see eee eee Te ___Units 
(G. Everett Parks & Co., Inc.) $460,000 
Fidelity American Financial Corp.__-_._.._Common 
(Netherlands Securities Co., Inc.) $500,000 
yo ee ee ee pee =? 
‘Amber, Burstein & Co., Inc.) $224,001 
Florida Palm-Aire Corp.- Common 


(Offering to stockholders—underwritten by Hardy & Co.) 
$620,000 


Florida Palm-Aire Corp.-.--.------ Common 
(Hardy & Co.) $306,000 
Harleysville Life Insurance Co._--- _Common 
(No underwriting) $600,000 
Hartman Marine Electronics Corp. Common 
(Charles Plohn & Co.) $400,000 
Hydra-Loc, Inc. ae Common 


(McLaughlin, Kaufman & Co.) $120,000 
Inpak Systems, Inc._-_~--. AR __- -Common 
(Stearns & Co. and Joseph Nadler & Co.) $382,500 

Interworld Film Distributors, Inc. Common 

(General Securities Co., Inc. and S. Kasdan & Co., Inc.) 
$425,000 

King Louie Bowling Corp.---------------Common 

‘George K. Baum & Co.) $975,000 
Kollmorgen Corp. - at KNP 
(Putnam & Co.) 100,000 shares 

Kryla The. aTa i EEEE O 
(Eastman Dillon, Union Securities & Co.) 250,000 shares 


_._Common 


E O EEES A nmin - -Common 
(Flomenhaft, Seidler & Co., Inc.) $273,000 
MacLevy Associates, Inc.------- aana. Common 
(Continental Bond & Share Corp.) $300,000 
pO E ee ee ee __..Debentures 


(Offering to stockholders—underwritten by Goldman, Sachs 
& Co.) $9,983,000 


Mobile Rentals Corp._______________-__._.. Common 
(Kleiner, Bell & Co.) 215,000 shares 
Plasticrete Corp: --~=-~++=---------.._. Common 
(Blair & Co., Inc.) 160,000 shares 
ee Sree. Ce go oc es oe eee. Common 
(Arnold Malkan & Co.) $200,000 
Rodale Electronics, Inc._....-...--~_- ee Common 
‘(Charles Plohn & Co.} $300,000 
8. M.S. Instruments, Inc... -.............. Common 
(Lieberbaum & Co.) $325,000 
i Ae Se in SS aan Common 
(Amber, Burstein & Co., Inc.) $230,000 
Sea-Wide Electronics, Inc..........._-.-- Common 
(Amos Treat & Co.) $800,000 
Seg Blectronics Co. iInc..........-.....-- Common 
(Searight, Ahalt & O'Connor, Inc.) 100,000 shares 
Sile Discount Centers: Inc... =... —. Common 


(Boenning & Co. and Rodetsky, Walker & Co., Inc.) 
165,000 shares 


Sokol Brothers Furniture Co., Inc._____._Common 
(Continental Bond & Share Corp.) $600,000 
ES a 

(McLaughlin, Kaufman & Co.) $270,000 
Texas Tennessee Industries, Inc.._.__._..._.. Common 


(S. D. Fuller & Co.) 175,000 shares 
Tokyo Shibura Electric Co., Ltd. 


oe ee ee oe, ee T e ae e 
(Smith, Barney & Co. and Nomura Securities Co. Ltd.) 
30,000,000 shares 


Dira Ti a I a 
‘Amos Treat & Co.) $600,000 
Vitamin Specialties Co.._______---_-- Capital 
(Woodcock, Moyer, Fricke & French, Inc.) $300,000 
Worldwide Fund Lta.__.---.------------ Common 


(Burnham & Co.) $10,000,000 
February 5 (Monday) 


ABC Cellophane Corp.------ sis se i-inr ee 
(Havener Securities Corp $300,000 

Burton Mount Corp. en enaa teen re 
(Reiner, Linburn & Co.) $600,000 

Dingil D Saa Common 
(Hancock Securities Corp.) $243,000 

Equitable Credit & Discount Co.------------Units 


(Paul C. Kimball & Co.) $1,100.000 
Gard (Andy) Corp.__-----------------..-Ceommon 
(Van Alstyne, Noel & Co.) 200,000 shares 


Lunar Enterprises, Inc._----.------- ee ioe Common 
(Ehrlich, Irwin & Co., Inc.) $718,750 


Nigeria Chemical Corp.--- s „Common 
(Scott, Harvey & Co., Inc.) $450,000 

Ratiien Fito CDanna Common 

(Gianis & Co., Inc.) $500,000 

Shenk Industries, Inc... mE EOT: L 

(Rodetsky, Walker & Co., Inc. and Boenning & Co.) $900,000 

Sheraton Corp. of America---- __... Debentures 

(Paine, Webber, Jackson & Curtis and S. D. Lunt & Co.) 
$8,000,000 

Stokely-Van Camp _Inc.- : Common 
(Reynolds & Co., Ine.) 100,000 shares 

Stokely-Van Camp. Inc. _--<----+~---mebontures 
‘ (Reynolds & Co., Inc.) $15,000,000 

‘Tech-Torch Co... Inc,...«<«<«h<««<««<-«- _.. Common 
(Scott, Harvey & Co., Inc.) $325,000 

Vornado, Inc. -- Debentures 


(Bache & Co.) $5,500,000 
Westates Land Development Corp. iD Units 
(Morris Cohon & Co.) $3,000,000 
World Toy House. Inc.__--------- 
(Laren Co.) 150,000 shares ; 
Wulpa Parking Systems, Inc.------------Common 
(Ehrlich, Irwin & Co., Inc.) $300,000 


February 6 (Tuesday) 


Elizabethtown Water Co.-------------Debentures 
(Bids to be received) $9,000,000 


Common 


February 7 (Wednesday) 


oo SONS Tee Eis cc A Bonds 
(Bids to be received) $10,500,000 


February 8 (Thursday) 


Fluke (John) Mfg. Co., Inc.__________._.. Common 
(White, Weld & Co.) 170,000 shares 


February 13 (Tuesday) 
PE GIS sic ae ia a dale _Common 
(Bear, Stearns & Co.) 230,000 shares 
Austin Continental Industries, Inc.. 
(Raymond Moore & Co.) $721,000 
Concord Products, Inc. ______----__._._._.. Common 
(N. A. Hart & Co.) $240,000 


Family Record Plan, Inc.__..----~---. 
(Bache & Co.) 200,000 shares 


yi M: Ae NN Common 
(White, Weld & Co.) 200,000 shares 


Honig’s-Parkway, Inc. -------- si _._..Common 
(Richard Bruce & Co., Inc.) $300,000 


National Rolling Mills Co.____- _._......Common 
(Drexel & Co.) 200,000 shares 
Class A 


Power Industrial Products Co._-_-_- 

(Ss. D. Fuller & Co.) 160,000 shares 
oe ea Common 
(Flomenhaft, Seidler & Co.) $250,000 
Youthcraft Creations, Inc.___-_-~~-- — iF 
(Paine, Webber, Jackson, & Curtis) 130,000 shares 


February 14 (Wednesday) 


American Telephone & Telegraph Co,.__Deb. Bonds 
(Bids to be received) $300,000,000 


February 15 (Thursday) 


Western California Telephone Co. Common 
(Offering to stockholders underwritten by Dean Witter & Co.) 
84,000 shares 


February 19 (Monday) 


First Midwest Capital Corp._-- _......Common 
(Paine, Webber, Jackson & Curtis and Craig-Hallum, 
Kinnard, Inc.) 150,000 shares 


Desleees  Ge dtc nope ae 
(Prank Karasik & Co.) $600,000 


February 20 (Tuesday) 
Duba S E rae aa 
(Bids 11 a.m. EST) $50,000,000 


February 26 (Monday) 


Bridge Electronics Co., Inc.---- __- -Common 
(Roth & Co., Inc. and Amos Treat & Co., Inc.) $900,000 


Carmer Industries, Inc. Common 
(Godfrey, Hamilton, Taylor & Co., Inc.) 185,000 shares 


Common 


_Common 


_._.Common 


Fields Plastics & Chemicals, Inc.- Common 
(Sutro Bros. & Co.) 220,000 shares 
First Scientific Corp.------ € Class A 


(Netherlands Securities Co., Inc.; Seymour Blauner Co. and 
Sprayregen, Haft & Co.) $600,000 


Honora, Ltd. . ; 
(Sunshine Securities, Inc.) $286,875 
Lithoié. Tne....-. soe i _._Common 
(Godfrey, Hamilton, Taylor & Co., Inc.) $360 000 


_Common 


Oxford Finance Cos., Inc.____----------Comm,n 
(Blair & Co., Inc.) 200,000 shares 

Sperti Products, Inc.......-------- _.Common 
(Blair & Co., Inc.) 230,000 shares 

Tork Time Controls, Inc.......------- Common 


(Godfrey, Hamilton, Taylor & Co. and Magnus & Co.) 
150,000 shares 


United Packaging Co., Inc.---- n -Common 
(Godfrey, Hamilton, Taylor & Co., Inc.) $306,000 


March 1 (Thursday) 


Oklahoma Gas & Electric Co.---- _.....-Common 
(Offering to stockholders—may be underwritten by Merrill 
Lynch, Pierce, Fenner & Smith, Inc.) 328,912 shares 


March 5 (Monday) 


Control Dynamics, Inc.----------------- 
‘mrandtien & Bayliss, Inc.) $575,000 


West Penn Power Co._--------------------- 
(Bids to be received) $25,000,000 


Common 
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Dennis Real Estate Investment Trust 
July 24, 1961 filed 100,000 shares of beneficial interest. 
Price—$100. Business—A real estate investment com- 
pany. Office —90 State Street, Albany, N. Y. Under- 
writer—None, 


© Dero Research and Development Corp. 

Aug. 24, 1961 (“Reg. A”) 54,000 common. Price—$2.40. 
Business—The manufacture of FM Deviation Monitors. 
Proceeds—For development, expansion, advertising and 
working capital. Office — Broadway and Park Ave, 
Huntington, N. Y. Underwriter—James Co., N. Y. Offer- 
ing—Imminent. 


Deuterium Corp. 
Sept. 28, 1961 filed 140,000 common with attached war- 
rants to purchase an additional 140,000 shares to be 
offered for subscription by stockholders in units (of one 
share and one warrant) on the basis of 3 units for each 
5% preferred share held, 2 units for each 5% preferred 
A stock held and one unit for each 10 class B shares 
held. Price—$20 per unit. Business—Company plans to 
manufacture and utilize all kinds of chemical materials. 
Proceeds—For start-up expenses for a laboratory and 
small plant. Office—360 Lexington Ave., New York. 
Underwriter—None. 


% Dialignt Corp. 

Dec. 22, 1961 filed 367,000 common. Price—By amend- 
ment. Business—Design and manufacture of precision- 
engineered indicator lights for aircraft, missile and elec- 
tronic instruments. Proceeds—For selling stockholders. 
Office—60 Stewart Ave., Brooklyn, N. Y. Underwriter 
—Burnham & Co., N. Y. 


District Phoio, Inc. (1/29-2/2) 

Nov. 16, 1961 filed 100,000 common, of which 80,000 are 
to be offered by the company and 20,000 by a stock- 
holder. Price—By amendment. Business—Processes and 
prints photographic film and distributes wholesale 
photographic equipment. Proceeds—For repayment of 
debt, plant expansion, and working capital. Office—3306 
Wisconsin Ave., N. W., Washington, D. C. Underwriter 
—Auchincloss, Parker & Redpath, Washington, D. C. 


Diversified Discount & Acceptance Corp. 
Dec. 13, 1961 filed 125,000 common. Price—$4.50, Busi- 
ness—A small loan investment company. Proceeds—For 
expansion. Office—707 Ncerthwestern Federal Bldg., Min- 
neapolis. Underwriter—Bratter & Co., Inc., Minneapolis. 


Diversified Small Business Investment Corp. 
(1/8-12) 
Sept. 27, 1961 filed 600,000 common. Price—$5. Business 
—A small business investment company. Proceeds—For 
general corporate purposes. Office—214 Engle St., Engle- 
wood, N. J. Underwriters—Lieberbaum & Co. and Mor- 
ris Cohon & Co.. N. Y. 


Dixie Dinettes, Inc. (1/8-12) 
Sept. 28, 196) tiled 144,0uu couuws0on. Pri¢ce- -$5. Busi- 
ness—Manufacture of tables and chairs for use in 
kitchens and dinettes. Proceeds—For selling stockhold- 
ers. Office—Dabney Rd., Richmond, Va. Underwriter— 
Rubin, Rennert & Co., Inc., N. Y. 


Dolphin-Miller Mines Ltd. 

Oct. 3, 1961 filed 1,600,000 capital shares, of which 1,- 
200,000 shares are to be offered by the company and 
400,000 shares by stockholders. Price—50c. Business— 
The exploration and production of ores. Proeeeds—For 
salaries and general corporate purposes. Office — 25 
Adelaide St., W., Toronto, Canada. Underwriter—Brewis 
& White Ltd., Toronto. 


Don Mills, Inc. 
Sept. 27, 1961 (“Reg. A’) 60,000 common. Price—$5. 
Business—Financing of shipments of business machines. 
Proceeds—General corporate purposes. Office—Red 
Rock Bldg., Atlanta, Ga. Underwriter—Staii-Bee & Co., 
Washington, D. C. 


@ Dougherty Borthers Co. (1/15-19) 

Oct. 24, 1961 filed 120,000 common. Price—By amend- 
ment. Business—Manufacture of medicine droppers and 
components and glass cartridges for the pharmaceutical 
industry. Proceeds — For debt repayment and general 
corporate purposes. Address—-Buena, N. J. Underwriters 
—Suplee, Yeatman, Mosley Co., Inc., Philadelphia. 


* Dover Constructicn Co. 
Dec. 21, 1961 filed $750,000 convertible subordinated 





debentures due 1972, and 100,000 common. Price — By 
amendment. Business—Construction and sale of homes. 
Preceeds - For dest repayment and working capital. 


Ott.ce—2120 Green Rd., Cleveland. 
rill, Turben & Co., Inc., Cleveland. 


Duralite Co., Inc. 
Nov. 29, 1961 filed 128,000 common. Price—$4. Business 
—Design and manufacture of aluminum-frame outdoor 
and porch furniture. Proceeds — For product develop- 
ment, equipment and working capital. Offiee—2 Barbour 
Ave., Passaic, N. J. Underwriter—Preiss, Cinder & Hoff- 
man Inc., N. Y. 


@® Dynamic Toy, Inc. (2/5-9) 

June 30, 1961 (“*Reg. A”) 81,000 common. Price — $3. 
Business—Manufacture of toys. Proceeds—Advertising, 
development of new products, expansion and working 
capital. Address—109 Ainslie St., Brooklyn, N. Y. Under- 
writer—Hancock Securities Corp., N. Y. 


e EMAC Data Processing Corp. (1/2-5) 

Sept. 8, 1961 filed 100,000 common. Price—$2.50. Busi- 
ness—The company conduets an electronic data process- 
ing service. Proceeds—Rental of additional data process- 
ing equipment, sales promotion, salaries, rent, furniture 
and working capital. Office —46-36 53rd Ave., Maspeth, 
N. Y. Underwriter—M. W. Janis Co.,, Inc., N. Y,» 


Underwri.er—Mer- 


The Commercial and Financial Chronicle . 


Eastern Properties Improvement Corp. 
(1/29-2/2) 
Aug. 22, 1961 tiled $1,500,000 of subordinated debentures 
due 1981 and 250,000 common shares. Price—For deben- 
tures, $1,000; for stock, $10. Business—General real es- 
tate. Proceeds—For the acquisition and development of 
real properties, repayment of debt and engineering, etc. 
Office—10 E. 40th St., New York. Underwriter—Wo0od- 
cock, Moyer, Fricke & French, Inc., Philadelphia. 


Econ-O-Pay, Inc. 
Oct. 26, 1961 filed 1,000,000 common. Price—$3. Busi- 
ness—A dealer recourse finance business. Proceeds 
General corporate purposes. Office—164 E. Main St., 
Valley City, N. D. Underwriter—Reserve Funds, Inc., 
Valley City, N. D. 


Economy Food Enterprises Corp. 
Nov. 29, 1961 (“Reg. A’) 100,000 common. Price—$3. 
Business—Sale and servicing of home food freezers and 
sale of bulk food to freezer owners. Proceeds—For gen- 
eral corporate purposes. Office—180 Babylon Turnpike, 
Roosevelt, L. I., N. Y. Underwriter—Sentinel Securities 
Planning Corp., Long Island City, N. Y. 


Economy Water Conditioners of Canada Ltd. 
Nov. 21, 1961 (“Reg. A”) 100,000 common. Price—$3. 
Business—Sale of water conditioning units to home own- 
ers. Proceeds—Rental of units, new distributorships and 
expansion. Office—36 Densley Ave., Toronto. Under- 
writer—S. I. Emrich Associates, Inc., N. Y. 

á Educational Aids Co., inc. 

Dec. 26, 1961 filed 100,000 common. Price—$5. Business 
—Sale of school supplies, toys and notions. Proceeds 
For equipment, inventories and working capital. Office 
—1125 Okie St., N. E., Washington, D. C. Underwriter 
Wright, Myers & Bessell, Inc. 

Edu-tronics, Inc. 

Oct. 27, 1961 filed 80,000 common. Price—$4. Business 
—Distribution of electronic parts and equipment. Com- 
pany also plans to manufacture and sell electronic 
teaching machines. Proceeds—For product develop- 
ment and other corporate purposes. Office—136-05 35th 
Ave., Flushing, N. Y. Underwriters—Packer-Wilbur & 
Co., Inc. (mgr.). and Earle Securities Co., Inc., N .Y. 

Educator & Executive Co. 

Nov. 30, 1961 filed 174,900 common. Price—By amend- 
ment. Business—An holding company for insurance con- 
cerns. Proceeds—For general corporate purposes. Office 
—3857 N. High St., Columbus, Ohio. Underwriter—Mc- 
Donald & Co., Cleveland. 


@ Eiectro-Mec Instrument Corp. ; na 
Sept. 15, 1961 filed 176,480 common. Price—$6. Business 
—The design, manufacture and sale’ of potentiometers, 
digitometers and goniometers used in airborne comput- 
ing devices. Proceeds—For the selling stockholder, Wal- 
tham Precision Instrument Co., Inc. Office—47-51 33rd 
St., Long Island City, N. Y, Underwriter—Sterling. Grace 
& Co., N. Y. Note — This registration was indefinitely 
postponed. 

Electro-Tec Corp. 
July 28, 1961 filed 91,000 common shares (rar 10 cents). 
Price—By amendment. Business—The manufacture of 
slip rings and brush block assemblies, switching devices, 
relays, and precious metal products. Proceeds—For the 
selling stockholders. Office — 10 Romanelli Ave., South 
Hackensack, N. J. Underwriter—Harriman Ripley & Co., 
Inc., N. Y. (mgr.). Offering—Expected in February. 

Electromagnetics Corp. 
Nov. 17, 1961 filed 75,000 common. Price—$5. Business 
—Design and manufacture of precision nuclear magnetie 
instrumentation. Proceeds—For general corporate pur- 
poses. Office—Sawyer Lane, Hudson, Mass. Underwriter 
—Gianis & Co., Inc., N. Y. 


Electronic Controis, Inc. 

Nov. 29, 1961 filed 100,000 common. Price—$3. Business 
—Design and manufacture of automatic eleetronic and 
computer controlled drives and systems, helicopter 
check-out, flight control and landing control systems and 
multi-contact relays and switches. Proceeds—For debt 
repayment, working capital and other corporate pur- 
posse, Office—67 Southfield Ave., Stamford, Conn. Un- 
derwriter — Seymour. Eernard & DeBoff, Inc., N. ¥. 
Offering—Expected sometime in March. 


Electronic Transmission Corp. (1/8-12) 
Oct. 27, 1961 (“Reg. A”) 100,000 common. Price—$3. 
Business — Manufacture, design and field testing of 
closed-circuit television. Proceeds—For debt repayment 
and other corporate purposes. Office—103 Hawthorne 
Ave., Valley Stream, N. Y. Underwriters—V. S. Wick- 
ett & Co., Inc. and Thomas, Williams & Lee, Inc., N. Y. 


Electrosolids Corp. (1/8-12) 
Oct. 30, 1961 filed 100,000 cum. conv. preference shares. 
Price—By amendment. Business—Production of devices 
for converting AC-DC current for aircraft, missiles and 
ships. Proceeds — Debt repayment and other corporate 
purposes. Office—12740 San Fernando Rd., N., Sylmar, 
Calif. Underwriter—J. R. Williston & Beane, N. Y. 


* Elizabethtown Water Co. (2/6/62) 

Dec. 21, 1961 filed $9,000,000 of debentures due 1922. 
Proceeds—For debt repayment. Office—22 West Jersey 
St., Elizabeth, N. J. Underwriters—(Competitive). Prob- 
able bidders: W. C. Langley & Co.-Paine, Webber, Jack- 
son & Curtis (jointiv): Salomon Brothers & Hutzler- 
Eastman Dillon, Union Securities & Co. (jointly); White, 
Weld & Co.; Halsey, Stuart & Co. Inc. Bids—Expected 
Feb. 6. 

Eimar Electronics Inc. .(1/8-12) 

Sept. 29, 1961 filed 200,000 common, of which 100,000 
will be sold by the company and 100,000 by stockholders. 
Price—By amendment. Business—Distribution of elec- 
tronic parts and equipment. Proeeeds—Debt repayment, 
expansion and working capital. Office—140 Eleventh St., 


_. Thursday, December 28, 1961 


Oakland, Calif. Underwriter—Schwabacher & Co., San 
Francisco. 

Empire Fund, Inc. (1 8-12) 

June 28. 1961 filed 1,250,000 snares of capital stock to be 
offered in exchange for blocks of designated securities. 
Business—A “centennial-type” fund which plans to offer 
a tax free exchange of its shares for blocks of corporate 
securities having a market value of $20,000 or more. 
Office—44 School Street, Boston, Mass. Underwriter— 
A. G. Becker & Co., Ine., Chicago. 

Empire Precision Components, Inc. (ll 8-12) . 
Aug. 29, 1961 (“Reg. A”) 65,000 class A. Price—$4. Busi- 
ness—The manufacture of metal component parts for 
precision electronic connectors. Proceeds—For moving 
expenses, a new plant, equipment, repayment of loans 
and working capital. Office—574 President St., Brook- 
lyn, N. Y. Underwriter—Ezra Kureen Co., N. Y. 


Eon Corp. ; 
Oct. 2. 1961 filed 133,333 common. Price—By amend- 


ment. Business— Manufacture of equipment for radiation 
detection and measurements. Proceeds—For equipment, 
leasehold improvements and working capital. Office— 
175 Pearl St., Brooklyn. Underwriter—L. H. Rothchild 
& Co., N. Y. 

Equitable Credit & Discount Co. (2/5-9) 
Oct. 27, 1961 filed $1,000,000 of 642% Jr. subord. conv. 
debentures due 1977 and 50,000 common shares to be 
offered in units consisting of $500 of debentures and 25 
shares. Price—$550 per unit. Business—-Lenaing and 
insurance. Preceeds—For working capital. Office—674 
N. Broad St., Philadelphia. Underwriter—Paul C. Kim- 
ball & Co., Chicago. 

Equity Capital Co. 
Nov. 29. 1961 filed $3,000,000 of 8% subordinate deben- 
tures due 1865. Price—-At par. Business—-The investment 
in mortgages and the making of construction loans to 
builders and property owners. Proceeds—For repay- 
ment of debt and working capital. Oifiee—430 First Ave. 
North, Minneapolis. Underwriter—None. 

Extrin Foods, Inc. 
Nov. 29. 1961 filed 100,000 common, Price—$3.25. Busi- 
ness—Creation and manufacture of flavors for the bak- 
ing and confectionary industries. Proceeds—For addi- 
tional personnel, new products and possible acquisitions 
Office—-70 Barclay St., N. Y. Underwriters—Hay, Fales 
& Co., and McLaughlin. Kaufman & Co., N. Y. Offering 

Expected sometime in March. 

Fairbanks Wire Co., Inc. 
Oct. 30, 1961 filed 54,000 common. Price—$3. Business— 
Manufactures specialized machinery and equipment. 
Proceeds For debt repayment and general corporate 
purposes. Office—Walnut St., M D 23, Newburg, N. Y. 
Underwriter—First Madison Corp., N. Y. 
® Family Circle Associates, Inc. (1/8-12) 
Aug. 30, 1961 filed 50,000 class A common. Price—$7. 
Business—The operation of retail discount department 
stores. Proceeds—For repayment of loans and working 
capital. Office—30 Main St., Keyport, N. J. Underwriter 
—Russell & Saxe, Inc., N. Y. 

Famiiy Record Plan, Inc. (2/13-16) 
Nov. 20, 1961 filed 200,400 common. Price—By amend- 
ment. Business—Sale of photographic portraits and al- 
bums. Proceeds—For selling stockholders. Office—<£015 
W. Olympic Blvd., Los Angeles. Underwriter—Bache 
& Co... B. T. 

Faradyne- Electronics Corp. 
Jan. 30, 1961 filed $2,060.000° of 6% convertible sub- 
ordinated debentures, Prive—100% eof principal amount. 
Business—The company is: engaged in the manufacture 
and distribution of high reliability materials and basic 
electronic components, including dielectric and electro- 
lytic capacitors and precision tungsten wire forms. Pro- 
ceeds—For the payment of debts and for working capital. 
Office—471 Cortlandt Street, Belleville, N. J. Under- 
writer—To be named, Note—July 11, the SEC insti- 
tuted “Stop Order” proceedings challenging the accuracy 
and adequacy of this statement. 
® Fastline Inc. (1/28-2/2) 
Sept. 28, 1961 filed $400,000 of 6% conv. subord. deben- 
tures due 1971 and 40,000 common shares to be offered 
publicly in units of one $500 debenture and 50 common. 
Price—$575 per unit. Business—Manufacture of con- 
cealed zippers. Proceeds—LCebt repayment, advertising 
and working capital. Office—8 Washington Place. N. Y. 
Underwriter—G. Everett Parks & Co., Inc., N. Y 

Fastpak, Inc. 
Nov. 20, 1861 filed 125,000 common. Price—$5. Business 
—The distribution of nuts, bolts and other fastening 
devices manufactured by others. Proceeds—For debt 
repayment and general corporate purposes. Office—8 
Benson Place, Freeport, N. Y. Underwriter Arnold 
Malkan & Co., Inc., N. Y. 
* Federa’ Mortgage Investors 
Dec. 21, 1961 filed 1,700,000 shares of beneficial interest 
Price—-By amencment. Business—A business trust which 
plans to qualify as a real estate investment trust. Pre- 
ceed: For investment. Offiece—50 State St., Boston. 
Underwriters—Hemphill, Noyes & Co.. N. Y. and Paine. 
Webber, Jackson & Curtis, Boston. 


Fidelity America Financia! Corp. (1/29) 
Oct. 3, 1961 filed 100,000 common. Priee—$5. Bussaness 
Commercial finance company. Proceeds Gen- 
eral corporate purposes. Office—42 S. 15th St., Phila. 
Underwriter—Netherlands Securities Co., Inc.,, N. Y. 
Fidelity Mining Investments Lid. 
Nov. 30, 1961 filed 800,000 common. Price—By amend- 
ment, Business—-Exploration and testing of mining prop- 
erties. Proceeds—-For general corporate purposes. Office 
62 Richmond St., Toronto. Urderwriter—G. V. Kirby 
& Associates, Ltd., Toronto. 
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Fields Plastics & Chemicals, Inc. (2/26-3/2) 
Nov. 29, 1961 filed 220,000 common. Price—By amend- 
ment. Business—Manufacture of vinyl] plastic sheeting. 
Proceeds—For selling stockholders. Office—199 Garibal- 
di Ave., Lodi, N. J. Underwriter—Sutro Bros. & Co.. N.Y. 


Fifth Avenue Cards, Inc. (1/8-12) 
Sept. 28, 1961 filed 115,000 class A capital shares. Price 

By amendment. Business—Operation of a chain of 
retail greeting card stores. Preceeds—Debt repayment, 
working capital and expansion. Office—18 W. 34th St.. 
N. Y. Underwriters—Hardy & Co. and Filor, Bullard & 
Smyth, N. Y. 

Filon Plastics Corp. (2/13-17) 
Dec. 4, 1961 filed 200,000 common, of which 50.000 are 
to be offered by the company and 150,000 by stock- 
holders. Price—By amendment. Business—Manufactures 
translucent fiberglas panels for building and decorative 
purposes. Proceeds—For expansion and working capital. 
Office—333 North Van Ness Ave., Hawthorne, Calif. 
Underwriter—White, Weld & Co., N. Y. 
© First Federated Life Insurance Co. 
Sept. 20, 1061 filed 10,000 capital shares being offered for 
subscription by stockholders at the rate of one new share 
for each two held of record Dec. 26 with rights to expire 
Jan. $, 1962. Price—$35. Proceeds—To increase capital. 
Office—Munsey Bldg., Baltimore, Md. Underwriter — 
None. 


First Hartford Realty Corp. 
Oct. 30, 1961 filed 500,000 common. Price—By amend- 
ment. Business—Real estate investment. Proceeds—For 
property acquisitions, debt repayment and other cor- 
porate purposes. Office—380-390 W. Middle Turnpike, 
Manchester, Conn. Underwriter—Putnam & Co., Hart- 
ford. Offering—lIn early February. 

First Midwest Capital Corp. (2/19-23) 
Sept. 28, 1961 filed 130,000 common. Price—By amend- 
ment. Business—A small business investment company, 
Proceeds—General corporate purposes. Office—512 
Nicollet Ave., Minneapolis. Underwriters—Paine, Web- 
ber, Jackson & Curtis, N. Y., and Craig-Hallum, Kin- 
nard, Inc- Minneapolis. 


First New York Capital Fund, Inc. 
Oct. 27, 1961 filed 2,770,000 capital shares. 
Business—A small business investment company. 
ceeds—For investment. Office—1295 Northern 
Manhasset, N. Y. Underwriter—None. 


* First Republic Corp. of America 

Dec. 19, 1961 filed $9,400,000 of 6'2% convertible sub- 
ordinated debentures due 1982 and 188,000 class A shares 
to be offered for subscription by class A stockholders 
in 47,000 units, each consisting of $200 of debentures 
and 4 class A shares. Ore right will be issued for each 
class A share held, and 40 rights will be needed to pur- 
chase one unit. Price—PEy amendment, Business—Gen- 
eral real estate. Proceeds—For debt repayment and other 
corporate purposes. Office—375 Fifth Ave., N. Y. Under- 
writers—Morris Cohon & Co. and Lieberbaum & Co., 
N. Y. - 


First Scientific Corp. (2/26-3/2) 
Dec, 6, 1961 filed 200,000 class A stock. Price—$3. Busi- 
ness—Company plans to acquire, invest in, and finance 
patents and new scientific technology. Proceeds—F'or 
general corporate purposes. Office—375 Park Ave., N. Y. 
Underwriters—Netherlands Securities Co., Inc., Seymour 
Blauner Co., and Sprayregen, Haft & Co., N. Y. 


@ Flair Cards, Inc. (1/29-2/2) 

Nov. 14, 1961 (“Reg. A”) 74,667 common. Price—$3. 
Business—Manufactures greeting cards, greeting card 
trays, dishes, note paper, etc. Proceeds — For debt re- 
payment and working capital. Office—537 W. 53rd St., 
N. Y. Underwriter—Amber, Burstein & Co., Inc., N. Y. 


® Fieetwood Securities Corp. of America (1/2-5) 
Aug. 8, 1961 filed 70,000 common shares, of which 56,000 
shares are to be offered by the company and 14,000 
shares by stockholders. Price—$10. Business—Distribu- 
tor of Electronics Investment Corp., Contractual Plans 
and a broker-dealer registered with NASD. Proceeds— 
To increase net capital and for investment. Office—44 
Wall St., N. Y, Underwriter—General Securities Co., Inc., 
N. Y. 
Fiex-l-Brush, Inc. 

Nov. 27, 1961 (“Reg. A”) 100.000 common. Price—$3. 
Business-—Manufacture of one piece disposable plastic 
toothbrushes. Proceeds—For general corporate purposes. 
Office—7400 N. W. Seventh Ave., Miami, Fla. Under- 
writer—Meadowbrook Securities, Inc., Hempstead, N. Y. 


Florida Paim-Aire Corp. (1/29-2/2) 

Oct. 19, 1861 filed 463,000 common, of which 310,000 
shares are to be offered for subscription by the stock- 
holders on a 1-for-3 basis, and 153,000 shares will be 
sold to the public. Price—$2. Business—Purchase, devel- 
opment and sale of undeveloped real property and 
related activities. Proceeds—For debt repayment and 
general corporate purposes. Office — 1790 N. Federal 
Highway, Pompano Beach, Fla. Underwriter—Hardy & 
Coo RN. £. 


Fiower City Industries, Inc. 
Nov. 29, 1961 filed 100,000 common. Price—$3.25. Busi- 
ness. — Design and manufacture of plastic artificial 
foliage and flowers. Proceeds — For general corporate 
purposes. Address—St. Thomas, Virgin Islands. Under- 
writer—Seidman & Williams, N. Y. 


Floyd Bennett Stores, Inc. 
Aug. 30, 1961 filed 100,000 common. Price—By amend- 
ment. Business—The operation of discount department 
stores. Proceeds—For repayment of loans and working 
capital. Office—300 W. Sunrise Highway, Valley Stream, 
N. Y. Underwriters—Goodkind, Neufeld. Jordon Co., Inc, 
and Richter & Co., N. Y. (mgrs.), Offering—Imminent. 


Price— $1. 
Pro- 
Blvd., 
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Fluke (John) Mfg. Co., Inc. (2/8) 

Dec. 11, 1961 filed 170,¢00 common, of which 135.000 
are to be offered by the company and 35,000 by stock- 
holders. Price—By amendment. Business—Design and 
manufacture of precision electronic instruments, poten- 
tiometers, and related components. Proceeds—For debt 
repayment and working capital. Officee—7100-220th St., 
S. W., Mountlake Terrace, Wash. Underwriter—White, 
Weld & Co., N. Y. 


fFlurocarbon Co. (1/9-12) 
Oct. 23, 1961 (“Reg. A’) 60,000 common. Price — $5. 
Business — Processing and fabrication of fluorocarbon 
plastic raw materials and parts. Proceeds—For debt re- 
payment and general corporate purposes. Office—1754 
S. Clementine St.,: Anaheim, Calif. Underwriter—D. A. 
Lomasney & Co., N. Y. 

Foiz Vending Co., Inc. (1/15-19) 
Sept. 26, 1961 filed 55,000 common. Price—$6. Business 
—The distribution of novelties, candy, etc. through vend- 
ing machines. Proceeds—To repay loans, purchase ma- 
chines, and increase working capital. Office—990 Long 
Beach Rd., Oceanside, N. Y, Underwriter—None. 

Food Corp. of America 
Oct. 5, 1961 filed 50,000 common. Price—$2.50. Business 
—The acquisition of enterprises engaged in the food 
processing industry. Proceeds—For repayment of debt 
and working capital. Office—1207 Foshay Tower, Min- 
neapolis, Minn. Underwriter—None. 

Fram Corp. (1/8-12) 
Sept. 1, 1961 filed 50,000 common. Price—By amendment. 
Business — The manufacture of oil and air filtration 
equipment for engines. Proceeds—To reimburse Treasury 
for a recent acquisition. Office—105 Pawtucket Ave., East 
Providence, R. I. Underwriter — Merrill Lynch, Pierce, 
Fenner & Smith Inc., N. Y. 
* Frankiin Manufacturing Co. 
Dec. 22, 1961 filed 349,590 common. Price—By amend- 
ment. Business—Design, manufacture and sale of house- 
hold freezers, refrigerators, automatic washers and 
driers. Proceeds—For a selling stockholder. Office—65- 
22nd Ave., N. E., Minneapolis. Underwriter — Lehman 
Brothers, N. Y. Offering—In late February. 

Futura Airlines (1/8-12) 
Oct. 20, 1961 (“Reg. A”) 60,000 common. Price — $5. 
Business — Furnishing of scheduled air transportation 
service. Proceeds—For debt repayment and general cor- 
porate purposes. Office—8170 Beverly Rd., Los Angeles. 
Underwriters—Raymond Moore & Co., Los Angeles and 
Pacific Coast Securities Co., San Francisco. 
® Gard (Andy) Corp. (3/5-9) 
Dec. 15, 1961 filed 200,000 common. Price — By amend- 
ment. Business—Manufacture of molded plastic toys and 
housewares, and the custom molding of other plastic 


products. Proceeds—For general corporate purposes. Ad- 


dress—Leetsdale, Pa. Underwriter—Van Alstyne, Noel 
k Co. N. S. 

Garden State Small Business Investment Co. 

(1/15) 

Oct. 27, 1961 filed 330,000 common. Price—$3. Business 
—A small business investment company. Proceeds—For 
investment. Office—1180 Raymond Blvd., Newark, N. J. 
Underwriter—Godfrey, Hamilton, Taylor & Co., N. Y. 
* Garrett Corp. (1/16) 
Dec. 21, 1961 filed $20,000,000 of debentures due Jan. 1, 
1982. Price—By amendment. Business — A supplier of 
pressurization and air conditioning equipment for mili- 
tary and commercial aircraft and spacecraft; and the 
production of gas turbine engines and other aircraft 
equipment. Proceeds—-Fcer debt repayment. Office—9851 
Sepulveda Blvd., Los Argeles. Underwriter Merrill 
Lynch, Pierce, Fenner & Smith Inc., N. Y. 

Gas Hills Uranium Co. 
Aug. 29, 1961 filed 847,035 common to be offered for 
subscription by stockholders on a 1-for-10 basis. Price 
—By amendment. Business—The operation of uranium 
mines and a mill. Proceeds—For repayment of loans, ac- 
quisitions and working capital. Office—-224 Ivinson St., 
Laramie, Wyo. Underwriter—None. Note—This regis- 
tration may be withdrawn. 

Gateway Chemicals, Inc. 
Nov. 22, 1961 filed 100,000 common, of which 50,000 are 
to be offered by the company and 50,000 by a stock- 
holder. Price—By amendment. Business—Compounding 
and packaging of chemical products, primarily deter- 
gents. Proceeds—For working capital. Office—8136 S. 
Dobson Ave., Chicago. Underwriter—Federman, Stone- 
hill & Co., N. Y. 

General Corp. of America 
Dec. 7, 1961 filed 266,000 common. Price—-By amend- 
ment. Business—A holding company for an insurance 
firm. Proceeds—For general corporate purposes. Office 
-672 Hanna Bldg., Cleveland, O. Underwriter—Merrill, 
Turben & Co., Inc., Cleveland. 

Gilass-Tite Industries, Inc. (1/22-26) 
Sept. 27, 1961 filed 185,000 common, of which 135,000 
are to be offered by the company and 50,000 by a stock- 
holder. Price—By amendment. Business—Manufacture 
of glass-to-metal hermetic seals. Proceeds—For pur- 
chase of equipment, investment in a subsidiary, research 
and development, moving expenses, and working capital. 
Office—725 Branch Ave., Providence, R. I. Underwriter 
—Hemphill, Noyes & Co., N. Y. 

G'obal Steel Products Corp. 
Nov. 3, 1961 filed 68,000 common. Price—By amend- 
ment. Business—Manufacture of prefabricated metal 
toilet compartments. Proceeds—Debt repayment and 
general corporate purposes. Office—10014 Avenue D, 
Brooklyn, N. Y. Underwriter — Treibick, Seiden & For- 
syth, N. Y. 


Globe Industries. Inc. 
Oct. 30, 1961 filed 200,000 common, of which 100,000 are 
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to be offered by the company and 100,000 by stock- 
holders. Price—By amendment. Business—Manufacture 
of miniature electric motors, powdered metal products 
and devices for the missile and aircraft industries. Pro- 
ceeds—For debt repayment and working capital. Office 
-1784 Stanley Ave., Dayton, Ohio. Underwriter—Me- 
Donald & Co., Cleveland. 
@® Gluckin (Wm.) Co. Ltd. (1/10) 
Aug. 25, 1961 filed 175,000 common. Price—$10. Business 
The manufacture of ladies’ underclothing. Preceeds— 
For repayment of loans and general corporate purposes, 
Office—Bank of Bermuda Bldg., Hamilton, Bermuda. 
Underwriter—Globus, Inc., N. Y. (mgr.) 
Golf Courses, Inc. 
Aug. 28, 1961 filed 100,000 capital shares. Price—sé6 
Business—The company plans to operate a public golf 
course and a private country club. Proceeds—For pur- 
chase of land, construction and general corporate pur- 
poses. Office—1352 Easton Rd., Warrington, Bucks 
County, Pa. Underwriter—Metropolitan Securities, Inc., 
Philadelphia (mgr.) 
Gotham Investment Corp. 
Nov. 21, 1961 filed 100,000 common. 
Real estate investment. Proceeds—For working capi- 
tal and other corporate purposes. Office—1707 H St., 
N. W., Washington, D. C. Underwriter—Rouse, Brewer, 
Becker & Bryant, Inc., Washington, D. C. 
è Gould Paper Co. (1/15-19) 
Sept. 28, 1961 filed 140,000 common. Price—$11. Busi- 
ness—Manufacture of paper. Proceeds—Expansion and 
working capital. Office—Lyons Falls, N. Y. Underwriter 
—Amos Treat & Co., Inc., N. Y. Offering—In early Jan. 
® Granitevilie Co. 
Dec, 15, 1961 filed 796,716 common, Price By amend- 
ment. Business—Manufacture of cotton fabrics. Proceeds 
For acquisition of McCampbell & Co., Inc., a textile 
commission agent. Address 


Price—$6. Business 


Graniteville, S. C. Under- 
writer—Shearson, Hammill & Co., N. Y. Offering—Ex- 
pected in late February. 

Grafco Industries, Inc. (1/8-12) 

Sept. 27, 1961 filed 77,250 common. Price—$4. Business 
—Manufacture of graphic arts equipment, chemicals and 
supplies. Proceeds—For the operation of a subsidiary, 
new product development, equipment and other corpo- 
rate purposes. Office—291 Third Ave., N. Y. Underwriter 
—Philips, Rosen and Appel, N. Y. 

Great Continental Real Estate Investment Trust 
Aug. 3, 1961 filed 300,000 shares of beneficial interest. 
Price—$10. Business—Real estate. Proceeds—For invest- 
ment. Office—530 St. Paul Place, Baltimore. Underwriter 
—R. Baruch & Co., Irc., Washington, D. C. (mgr.). 
Note—This firm formerly was known as Continental 
Real Estate Investment Trust. 

Great Southern Real Estate Trust 
Nov. 30, 1961 filed 320,000 shares of beneficial interest. 
Price—By amendment. Business—Real estate invest- 
ment. Proceeds—For general purposes of the Trust. Of- 
fice—200 First National Bank Bldg. Annex, Atlanta. 
Underwriter—-Courts & Co., Atlanta. 

Greater Pittsburgh Capital Corp. 

Nov. 14, 1961 filed 250,000 common. Price—$11. Busi- 
ness—A small business investment company, Proceeds— 
For investment. Office—952 Union Trust Bldg., Pitts- 
burgh. Underwriters—Moore, Leonard & Lynch and Stn- 
ger, Dean & Scribner, Pittsburgh. 

© Green (Henry J.) Instrument Co. (1/22-26) 
Aug. 24, 1961 filed 140,000 common. Price—$2.25. Busi- 
ness—The manufacture of precision meteorological in- 
struments. Proceeds—For repayment oi loans, equip- 
ment, salaries and general corporate purposes, Office— 
2500 Shames Dr., Westbury, N. Y. Underwriter—N, A. 
Hart & Co., Bayside, N. Y. Offering—In January. 

Green Valley Construction Corp. 

Nov. 29, 1961 filed 80,000 common. Price—$5.25, Busi- 
ness—General contracting for landscaping and construc- 
tion work. Proceeds—For cebt repayment and other cor- 
porate purposes. Office—97-36 50th Ave., Corona, N. Y. 
Underwriter-——Williamson Securities Corp., N. Y. 

Griesedieck Co. (1/9-12) 

Sept. 11, 1961 filed 100,000 common to be offered for 
subscription by stockholders on the basis of one new 
share for each three held. Price—By amendment. Busi- 
nes — A closed-end investment company. Proeceeds— 
General corporate purposes. Office—314 N. B’way, 5t. 
Louis. Underwriter—Edward D. Jones & Co., St. Louis. 
® Guayaco Corp. 
Nov. 29. 1961 (“Reg. A’’) 36,000 common. Price — $5. 
Business—Manufacture and sale of hassocks, bench seats 
and leg rests. Proceeds—For debt repayment, equipment 
and working capital. Address—Guayanille, Puerto Rico. 
Underwritér—I. R. E. Investors Corp., Levittown, N. Y. 
Offering—Imminent. 


Gulf American Fire & Casualty Co. (1 22-26) 
Sept. 28, 1961 filed 226,004 common to be offered for 
suoscription by stockholders on the basis of three new 
shares for each 10 held. Price—$2. Business—Writing of 
fire and casualty insurance. Proceeds—To increase capi- 
tal and surplus. Office—25 S. Perry St., Montgomery, 
Ala. Underwriter—None. 


* Haltone Rental Corp. = 
Dec. 18, 1961 (“Reg. A’) 150,000 common, Price— 52. 
Business—Rental of furs and fur garments. Proceeds— 
For inventory, equipment, advertising and leasehold im- 
provements. Office—350 Seventh Ave., N. Y. Under- 
writer—B. G. Harris & Co., Inc., N. Y. 

Hannett Industries, Inc. (1/16) 
Aug. 11, 1961 (“Reg, A”) 100,000 common. Price—$3. 
Business — Fabrication of components for missiles, jet 
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engines, aircraft landing gears and precision machines. 
Proceeds — Machinery, research and development and 
working capital. Office—40 Sea Cliff Ave., Glen Cove, 
N. Y. Underwriter—Albion Securities Co., Inc., N. Y. 


Happy House, Inc. (1/8-12) 


July 28, 1961 filed 700,000 common shares . Price—$1. 


Business—The marketing of gifts, candies and greeting 
cards through franchised dealers, Proceeds—For equip- 
ment, inventory and working capital. Office—11 Tenth 
Ave., S., Hopkins, Minn. Underwriter—None. 

Hargrove Enterprises, Inc. 
Dec. 8, 1961 filed 160,000 common. Price—$5. Business 
—Company plans to own and operate an amusement 
park. Preceeds—For property development, advertising, 
and working capital. Office—3100 Tremont Ave., Chev- 
erly, Md. Underwriter — Switzer & Co., Inc., Silver 
Springs, Md. 

Harleysville Life Insurance Co. (1/29-2/2) 
Sept. 21, 1961 filed 40,000 common. Price— 315. Business 
—The writing of all types of life insurance and an- 
nuities. Proceeds—Working capital. Office—Harleysville, 
Pa. Underwriter—None. 
@ Hartfield Stores, Inc. (1/10) 
Sept. 25, 1961 filed $5,000,000 of conv. subord. debentures 
due 1981. Price—By amendment. Business—Operation of 
retail apparel and discount department stores. Proceeds 
—Repayment of debt, expansion and working capital. 
Office—5330 W. 102nd St., Los Angeles. Underwriters— 
Van Alstyne, Noel & Co., N. Y., and Johnston. Lemon & 
Co., Wash.. D. C- 
@ Hartman Marine Electronics Corp. (1/29-2/2) 
Oct. 27, 1961 filed 100,000 common, of which 75,U00 are 
to be offered by the company and 25,000 by a selling 
stockholder. Price—$4. Business—Manufacture of ma- 
rine and mobile communications and electronic equip- 
ment and military transmitter-receivers. Proceeds—For 
general corporate purposes. Office—30-30 Northern 
Blvd., Long Island City, N. Y. Underwriter—Charles 
Plohn & Co., N. Y. 


Harvey Radio Co., Inc. 

Oct. 27, 1961 filed 200,000 common, of which 100,000 are 
to be offered by the company and 100,000 by a selling 
stockholder. Price—$5. Business—Distribution of elec- 
tronic components including high fidelity, radio and 
television parts and equipment. Preceeds—For working 
capital and general corporate purposes. Office—103 W. 
43rd St., N. Y.. Underwriter—Michael G. Kletz & Co., 
New York. 


Hayden Publishing Co., Inc. 
Nov. 29, 1961 filed 150,000 common, of which 20,000 are 
to be offered by the company and 130,000 by stockhold- 
ers. Price—By amendment. Business—Publishes “Elec- 
tronic Design,” a trade magazine in the electronic field. 
Proceeds—-For debt repayment. Office—850-3rd Ave., 
N. Y. Underwriter—Carl M. Loeb, Rhoades & Co., N. Y. 
Uffering—Expected sometime in February. 

Herman & Appley, inc. 
Oct. 27, 1961 filed 100,000 class A common. Price—By 
amendment. Business—General real estate. Proceeds— 
For investment. Office—i16 Court St., Brooklyn, N. Y. 
Underwriter—Arnold, Wilkens & Co., N. Y. 


© Hickory Industries, Inc. 
Aug. 31, 1961 (“Reg. A”) 40,000 common. Price—$5. 
Business—The manufacture of barbecue machines and 
allied equipment. Proceeds—For equipment, inventory, 
sales promotion, expansion and working capital. Office 
—10-20 47th Rd., Long Island City, N. Y. Underwriter— 
J. B. Coburn Associates, Inc., N. Y. Offering—Imminent. 
High Temperature Materials, Inc. (1/8-12) 
Sept. 28, 1961 filed 120,000 common. Price—By amend- 
ment. Business—Manufacture of products from test 
models. Proceeds—For equipment, research and devel- 
opment, leasehold improvements, repayment of debt and 
working capital. Office—130 Lincoln St., Brighton, Mass. 
Underwriter—L. F. Rothschild & Co., N. Y. 
Hill Street Co. 
Oct. 16, 1961 filed 2,265,138 common to be offered for 
subscription by stockholders of Union Bank of Califor- 
nia on a share-for-share basis. Price—$3. Business—A 
management investment company. Proceeds—For in- 
vestment. Office—760 S. Hill St., Los Angeles. Under- 
writer—None. 


Hillside Metal Products, Inc. 
Dec. 15, 1961 filed 300,000 common, of which 200,000 
shares are to be offered by the company and 100,000 
shares by stockholders. Price—$6. Business—Manufac- 
ture of steel office furniture. Proceeds—For debt repay- 
ment, plant expansion and working capital. Office—300 
Passaic St.. Newark, N. J. Underwriters — Milton D. 
Blauner & Co. and M. L. Lee & Co., Inc., N. Y. 

Honig’s-Parkway, Inc. (2/13-16) 
Dec. 1, 1961 (“Reg. A’) 100,000 common. Price—$3. 
Business—Company owns and operates three discount 
stores in the Bronx selling bicycles, electric trains, toys, 
household appliances, etc. Proceeds—For general cor- 
porate purposes. Office — 2717-25 White Plains Rd., 
Bronx, N. Y. Underwriter—Richard Bruce & Co., Inc. 
New York. 


Honora, Ltd. (2/26-3/2) 
Nov. 29, 1961 (“‘Reg. A’) 76,500 common, Price—$3.75. 
Business—-Purchase of cultured pearls in Japan and 
their distribution in the U. S. Preceeds—For general 
corporate purposes. Office—42 W. 48th St., N. Y. Under- 
writer—Sunshine Securities, Inc:, Rego Park, N. Y. 


Hoosier Soil Service, Inc. (1/8-12) 
Nov. 28, 1961 (“Reg. A”) 41,939 common, of which 11,939 
are to be offered to preferred and common stockholders 
and 30,000 to the public. Price—$6.75. Business—Process- 
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ing and marketing of fertilizers. Proceeds—For redemp- 
tion of preferred stock and working capital. Address— 
Bluffton, Ind. Underwriter—Patterson Securities & In- 
vestment Co., Inc., Fort Wayne, Ind. 

House of Westmore, Inc. 
Oct. 27, 1961 filed 150,000 common. Price—$4. Business 
Sale and distribution of cosmetics. Proceeds—For sell- 
ing stockholders. Office—120 E. 16th St., N. Y. Under- 
writers—Brand, Grumet & Seigel, Inc. and Kesselman 
& Co., Inc., N. Y. Offering—Expected in January. 

Hyatt Corp. 
Oct. 20, 1961 filed 350,000 capital shares. Price — $10. 
Business—Operates a chain of motor hotels. Proceeds— 
For debt repayment and general corporate purposes. 
Office — 1290 Bayshore Highway, Burlingame, Calif. 
Underwriters—J. Barth & Co., San Francisco and Shear- 
son, Hammill & Co., N. Y. 

Hydra-Loc, Inc. (1/29-2/2) 
Oct. 10, 1961 (“Reg. A”) 60,000 common. Price—$2. 
Business—Design, development and manufacture of a 
brake control. Proceeds—For debt repayment and gen- 
eral corporate purposes. Office—101 Park Ave., Hudson, 
N. Y. Underwriter—McLaughlin, Kaufman & Co., N. Y. 


Hygiene Industries, Inc. (1/8-12) 
Sept. 20, 1961 filed 200,000 common, Price—$5. Business 
—Manufacturer of shower and window curtains. Pro- 
ceeds—For selling stockholders. Officee—261 5th Ave. 
N. Y. Underwriter—Milton D. Blauner & Co., N. Y. 


* l. F. C. Collateral Corp. 

Dec. 22, 1961 filed $1,500,000 of 10% registered subordi- 
nated debentures to be offered in five series due 1966 to 
1970. Price—At par ($1,000). Business—Purchase and sale 
of real estate mortgages. Proceeds—For investment. Of- 
fice—630 Fifth Ave., N. Y. Underwriter—None. 


® Ihnen (Edward H.) & Son, Inc. 

May 16, 1961 filed 75,000 shares of common stock. Price 
—$5 per share. Business—The construction of public and 
private swimming pools and the sale of pool equipment. 
Proceeds—To reduce indebtedness, to buy equipment, 
and for working capital. Office—Montvale, N. J. Un- 
derwriter—Amos Treat & Co., Inc., N. Y. Note — This 
registration was withdrawn. 

© illinois Capital Investment Corp. 

Sept. 19, 1961 filed 250,000 common. Price—By amend- 
ment. Business—A small business investment company. 
Office—20 North Wacker Dr., Chicago, Ill. Underwriter 
—Blair & Co., Inc., N. Y. 'Offeritig—Inifiitient: 


Imac Food Systems, Inc. 
Nov. 17, 1961 (“Reg,,A’’) 100,000 common. Price —., $3. 
Business—Operation of restaurants. Proceeds—For debt 
repayment, expansion and working capital. Office—711 
Branch Ave., Providence, R. I. Underwriter—Freeman & 
Co., Brighton, Mass. 


* Independent Telephone Corp. 

Dec. 22, 1961 filed 400,000 common. Price—By amend- 
ment. Business—A telephone holding company. Proceeds 
—For repayment and advances to subsidiaries. Office— 
25-27 South St., Dryden, N. Y. Underwriter—Burnham 
& Co. N. Y 


industrial Finance & Thrift Corp. 
Oct; 30, 1961 filed $2,000,000 of 6% subordinated deben- 
tures due 1974. Price—At par. Business—A consumer 
finance firm. Proceeds—For repayment of debt and ex- 
pansion. Office—339 Carondelet St., New Orleans, La. 
Underwriter—None. 


Industrial Gauge & Instrument Co., Inc. 
Nov. 9, 1961 (“Reg. A”) 95,250 common. Price—$3. 
Business—Purchase, distribution and sale of industrial 
gauges, thermometers, etc. Proceeds—For debt repay- 
ment and working capital. Office—1403-07 E. 180 St., 
Bronx, N. Y. Underwriter—R. F. Dowd & Co., Inc., N. Y. 


* Industry Capital Corp. 

Dec. 26, 1961 filed 500,000 common. Price—$15. Busi- 
ness—A small business investment company. Proceeds— 
For general corporate purposes. Office—208 S. La Salle 
St., Chicago. Underwriter—A. C. Allyn & Co., Chicago. 


Information Systems, Inc. 

Nov. 13, 1961 filed 1,266,000 common to be offered to 
preferred and common stockholders of Ling-Temco- 
Vought, Inc. (parent) of record Nov. 30, 1961. Price—By 
amendment. Business—Furnishes industrial information, 
handling and control systems. Proceeds — For selling 
stockholders. Office—10131 National Blvd., Los Angeles. 
Underwriter—N one. 


Inland Underground Facilities, Inc. ; 
Dec. 7, 1961 filed 100,000 common. Price — $10. Busi- 
ness—Mining of limestone and the operation of under- 
ground freezer and dry warehousing facilities. Proceeds 
—For debt repayment, equipment and other corporate 
purposes. Office—6500 Inland Dr., Kansas City, Kansas. 
Underwriter—Scherck, Richter Co., St. Louis. 


Inpak Systems, Inc. (1/29-2/2 ) 





Oct: 25, 1961 filed 90,000 common. Price—$4.25. Busi- 


ness—Designs, develops, sells and leases automatic 
packaging machines. Proceeds—For debt repayment 
and general corporate purposes. Office—441 Lexington 
Ave., N. Y. Underwriters—-Stearns & Co. and Joseph 
Nadler & Co., N. Y. 


international Management Corp. 
Aug. 21, 1961 (“Reg. A”) 100,000 common (par $1). Price 
—$3. Proceeds—For loans to subsidiaries and working 
capital. Office—7510 B. Granby St., Norfolk, Va. Under- 
writer—J. B. McLean & Co., Inc., Norfolk. Offering— 
Imminent. 


International Mech-Tronics, Inc. (1/8-12) 
Sept. 1 1961 (“Reg. A’) 120,000 common. Price—$2. 
Business—The manufacture of precision instruments. 
Proceeds—For equipment and working capital. Office— 
176 E. 15th St., Paterson, N. J.—Underwriter—Theodore 
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Arrin & Co., Inc., N. Y. Note—This firm formerly was 
known as Electronic International, Inc. 

international Stretch Products Inc. 
Nov. 27, 1961 filed 300,000 common. Price—By amend- 
ment. Business—Production and sale of extruded rubber 
thread and-braided elastics. Proceeds—For debt repay- 
ment and general corporate purposes. Office—148 Madi- 
son Ave., N. Y, Underwriter — Burnham & Co., N, Y. 
Offering—Expected in early February. 

Interphoto Corp. (1/22-26) 
Sept. 15, 1961 filed 200,00 class A common, Price—$9., 
Business — The wholesale distribution of photographic 
and sound equipment and supplies. Proceeds—For the 
selling stockholders, Office — 45-17 Pearson St., Long 
Island City, N. Y. Underwriters—C. E. Unterberg, Tow- 
bin Co., and Arnhold & S. Bleichroeder, Inc., N. Y. 


Interstate Hosts, Inc. (1/15-19) 

Oct. 2, 1961 filed $2,550,000 of con. subord. debentures 
due 1981 to be offered for subscription by stockholders 
on the basis of $100 of debentures for each 33 shares 
held. Price—At par. Business—The operation of restau- 
rants, other food establishments and gift shops, Pro- 
ceeds—For expansion. Office—11255 W. Olympic Blvd., 
Los Angeles. Underwriters—Glore, Forgan & Co., N. Y. 
and H. M. Byllesby & Co., Inc., Chicago. 

Interworld Film Distributors, Inc. (1/29-2/2) 
Sept. 29, 1961 filed 106,250 common, Price—$4. Business 
Theatrical distribution and co-production of foreign 
and domestic feature films. Proceeds—For acquisition, 
co-production, dubbing, adaptation and distribution of 
films, and working capital. Office—1776 B’way, N. Y. 
Underwriters—General Securities Co., Inc., and S. Kas- 
dan: & Co., Inc., N. Y. 

Jackson Optical, Inc. (1/22-25) 
Oct. 30, 1961 (‘“Reg. A”) 75,000 common. Price—$2. 
Business—Wholesale distribution of optical goods. Pro- 
ceeds—For expansion and working capital. Office—64 
N. Park Ave., Rockville Centre, N. Y. Underwriter— 
Stan-Bee & Co., Washington, D. C. 

(The) Japan Fund, Inc. (1/22-26) 


Oct. 19, 1961 filed 2,000,000 common. Price — $12.50. 
Business—A diversified investment company. Office—25 
Broad St., N. Y. Proceeds—For investment in Japanese 
securities. Underwriters—Bache & Co., and Paine, Web- 
ber, Jackson & Curtis, N. Y., and Nikko Securities Co., 
Ltd., Tokyo, Japan. | 

Jayark Films Corp. (1/22-26) 
Aug. 24, 1961 filed 72,000 common, of which 50,000 are 
to be offered by the company and 22,000 by stockhold- 
ers. Price—By amendment. Business—The distribution 
of motion picture and television films. Proceeds—For 
production of films and working capital. Office—15 E. 
48th St., N. Y. Underwriter—Pacific Coast Securities Co., 
San Francisco. 

Jaylis Industries, Inc. 
Oct. 18, 1961 filed $850,000 of 644% subord. debentures 
due 1971 and 212,500 class A common shares to be of- 
fered in units of one $100 debenture and 25 class A 
shares. Price—$200. Business—Manufactures patented 
traversing sereens for use as window coverings, room 
dividers, folding doors, etc. Proceeds—For debt repay- 
ment and general corporate purposes. Office—514 W. 
Olympic Blvd., Los Angeles. Underwriter—D. E. Lieder- 
man & Co., Inc., N. Y. Offering—In January. 


*Joanell Laboratories, Inc. 

Dec. 21, 1961 filed 114,560 common, of which 82.500 are 
to be offered by the company and 32,000 by stockhold- 
ers. Price — By amendment. Business — Development of 
simulated weapons training devices for U. S. Armed 
Forces and the manufacture of electronic control equip- 
ment. Proceeds—For general corporate purposes. Office 
—102 Dorsa Ave., Livingston, N. J. Underwriter—Sea- 
right, Ahalt & O’Connor. Inc., N. Y. 


® Johnson Electronics, Inc. (1/15-19) 

Sept. 8, 1961 filed 125,000 capital shares. Price—By 
amendment. Business—The design and production of 
special electronic components for the commercial and 
military market. Proceeds—For the repayment of debt, 
and working capital. Address—Box 7, Casselberry, Fla. 
Underwriter—Warner, Jennings, Mandel & Longstreth, 
Philadelphia. 


Jomar Plastics, Inc. 
See Ripley Industries, Inc., below. 


Jorn’s Greeting Card Co., Inc. (1/10) 
Sept. 28, 1961 filed 110,000 common. Price—By amend- 
ment. Business—Manufacture and sale of greeting cards. 
Proceeds—For repayment of loans, expansion and work- 
ing capital. Office—106-11 157th St., Jamaica, N. Y. 
Underwriter—Godfrey Hamilton, Taylor & Co., Inc., N. Y. 


Joyce Teletronics Corp. 
Aug. 31, 1961 (“Reg. A”) 55,000 common. Price —$5. 
Business—The manufacture of electronic instruments 
used in communication. Proceeds—For working capital, 
new products and repayment of loans. Office—20 Madi- 
son Ave., Hicksville, N. Y. Underwriter—General Securi- 
ties Co., Inc., N. Y. Offering—Indefinitely postponed. 


Kann-Ellert Electronics, Inc. 
Oct. 24, 1961 filed 108,000 common. Price—$6.50. Busi- 
ness—Wholesaling of electronic parts and components 
and equipment. Proceeds—For debt repayment and gen- 
eral corporate purposes. Office — 2050 Rockrose Ave., 
Baltimore, Underwriter—Rubin, Rennert & Co., Inc., N.Y. 


Keeko, Inc. 
Dec. k, 1961 (“‘Reg. A”) 100,000 common. Price—$3. Busi- 
ness--Company plans to establish service stations and 
vending machine outlets in the Denver area. Proceeds— 
ze Or go uayvann saa general corporate purposes. 
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Keller Corp. 
June 29, 1961 filed $1,200,000 of 61⁄2% convertible sub- 
ord. debentures due 1968. Price—At 100%. Business— 
Development of land, construction of homes and related 
activities in Florida. Proceeds—Repayment of debt, ac- 
quisition of Yetter Homes, Inc., and generui corporate 
purposes, Office—101 Bradley Place, Palm Beach, Fla. 
Underwriter—Casper Rogers & Co., Inc., N. Y. Note— 
This registration may be withdrawn. 

Keily Girl Service, Inc. (1/8-12) 
Oct. 27, 1961 filed 100,000 common, of which 25,000 are 
to be offered by the company and 75,000 by a stock- 
holder. Price—By amendment. Business—Furnishes 
temporary office clerical services. Proceeds—For 
working capital. Office—13314 Woodward Ave., High- 
land Park, Mich. Underwriter—Dean Witter & Co., San 
Francisco. 

Kiddie Rides, Inc. (1/10) 
Sept. 12,-1961 filed $1,000,000 of 7% convertible subordi- 
nated debentures due 1971 and 30,000 common to be of- 
fered in units of $1,000 debentures and 30 of common. 
Price—By amendment. Business—The operation of coin 
operated children’s amusement equipment. Proceeds— 
For repayment of loans, equipment and general corpo- 
rate purposes. Office—2557 W. North Ave., Chicago. Un- 
derwriter—Paul C. Kimball & Co., Chicago. 

Kine Camera Co, Inc. 
Nov. 21, 1961 filed 75,000 common. Price—$5. Business 
—Importing and distribution of cameras, binoculars and 
photographic equipment. Proceeds—For debt repayment 
and working capital. Office—889 Broadway, N. Y. Un- 
derwriter—Underhill Securities Corp., N. Y. Offering 
—Expected in February. 
è King Louie Bowling Corp. (1/29-2/2) 
Sept. 27, 1961 filed 325,000 common. Price—g3. Business 
—Operates a chain of bowling centers. Proceeds—Repay 
debt and for other corporate purposes. Office—878§& 
Metcalfe Rd., Overland Park, Kan. Underwriter—George 
K. Baum & Co., Kansas City, Mo 
® Knickerbocker Toy Co., Inc. (1/8-12) 
Sept. 27, 1961 filed 100,000 common. Price—By amend- 
ment. Business—Design and manufacture of toys. Pro- 
ceeds—For working capital. Office—401 Butler St., 
Brooklyn, N. Y. Underwriters — Netherlands Securities 
Co., Inc., and Herbert Young & Co., Inc., N. Y. 
® Kogel, inc. 
Dec. 8, 1961 filed 100,000 common. Price—$1. Business 
—A holding company for three subsidiaries in the wall 
and floor coating business. Proceeds—For product de- 
velopment, advertising, and working capital. Office— 
26-32 Second St., Long Island City, N. Y. Underwriter— 
Globus, Inc. Offering—Expected in late March. 


® Kolilmorgen Corp. (1/29-2/2) 

Nov. 9, 1961 filed 100,000 common, of whicn 40,000 are 
to be sold by the company and 60,000 by stockholders. 
Price—By amendment. Business—Manufacture of op- 
tical equipment. Proceeds—For debt repayment. Office 
—347 King St., Northampton, Mass. Underwriter—Put- 
nam & Co., Hartford. 


Koster-Dana Corp. (1/5) 
Sept. 28, 1961 filed 70,000 common. Price—$5. Business— 
Publishing of informational booklets for financial, com- 
mercial and industrial organizations. Proceeds—Debt re- 
payment and working capital. Office—76 Ninth Ave., 
N. Y. Underwriter—Gianis & Co., N. Y. 


© Kraft Planned Homes, inc. 

Dec. 14, 1961 filed 200,000 common. Price—$5. Business 
—A holding company in “shell homes”. field. Proceeds— 
For debt repayment and general corporate purposes. Of- 
fice—126 W. Broadway, Girard, Ohio. Underwriter— 
Best & Garey & Co., Inc.. Washington, D. C. Offering— 
Expected sometime in March. 


® Kratter Corp. 

Sept. 27, 1961 filed $100,000,000 of 6% subord. debentures 
due 1976 (with attached five-year warrants to purchase 
2,000,000 class A common). to be offered to holders of 
class A and-class B shares at the rate of $1,000 of de- 
bentures for each 50 shares held. Price—$1,000. Busi- 
ness—Real Estate investment. Proceeds—Repayment of 
debt, investment, and corporate purposes. Office—521 
5th Ave.. N. Y. Underwriter—None. Note—This regis- 
tration was withdrawn. 


® Krylon, Inc. (1/29-2/2) 

Nov. 15, 1961 filed 250,000 common. Price—By amend- 
ment. Business — Manufacture of aerosol spray paints, 
protective coatings and other aerosol] products. Proceeds 
—For selling stockholders. Office—Norristown, Pa. Un- 
derwriter—Eastman Dillon, Union Securities & Co., N. Y. 


L. L. Drug Co., Inc. (1/16) 
July 26, 1961 filed 100,000 common shares. Price—$4.50. 
Business — The manufacture of pharmaceuticals. Pro- 
ceeds—For repayment of a loan, purchase of equipment, 
research and development, advertising and working 
capital. Office—1 Bala Ave., Bala-Cynwyd, Pa. Under- 
writer-—-Stevens Investment Co., Bala-Cynwyd, Pa. 


Laboratory Procedures, Inc. (1/15-19) i 
Sept. 29, 1961 (“Reg. A”) 100,000 capital shares. Price— 
$2.50. Proceeds—For debt repayment, equipment, ad- 
vertising, leases, and working capital. Office — 2701 
Stocker St., Los Angeles. Underwriter—Pacific Coast 
Securities Co., San Francisco. 


*% Layne & Bowler Pump Co. 

Dec. 22, 1961 filed 108,666 capital shares. Price — By 
amendment. Business—Manufacture and sale of vertical 
turbine pumps and the sale of a domestic water system 
equipment manufactured by a subsidiary. Proceeds— 
For selling stockholders. Office—2943 Vail Ave., Los 
Angeles. Underwriter—Crowell, Weeden & Co., Los 
Angeles. > 
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Leader-Durst Corp. 
Dec. 1, 1961 filed 405,000 class A common. Price—S$5. 
Business—Real estate. Proceeds—For repayment of debt. 
Office—41 E. 42nd St., N. Y. Underwriter—None. 
Lehigh Press, Inc. 
Nov. 3, 1961 filed 155,000 common, of which 45,000 are 
to be offered by the company and 110,000 by stockhold- 
ers. Price—By amendment. Business—A commercial 
printer. Proceeds—For a new plant, moving expenses 
and equipment. Office—2400 E. Huntingdon St., Phila- 
delphia. Underwriter—Harrison & Co., Philadelphia. 


% Lembo Corp. 

Dec. 21, 1961 filed 100,000 common. Price—$3.50. Busi- 
ness—Manufactures steel re-inforced concrete utilities, 
sanitary structures, fallout shelters and play sculptures. 
Proceeds—For debt repayment, sales promotion and 
working capital. Office—145 W. 11th St., Huntington 
Station, L. I, N. Y. Underwriter—Blank, Lieberman & 
Co., Inc., N. Y. 


Leslie (Joyce), Inc. (1/15-19) 
Sept. 28, 1961 filed 100,000 common. Priee—$5.50. Busi- 
ness—Retailing of women’s apparel. Proceeds—For ex- 
pansion, inventories and working capital. Office—850 
Flatbush Ave., Brooklyn. Underwriter—Seymour, Ber- 
nard & DuBoff, Inc., N. Y. 
® Lido Corp. (1/29-2/2) 
Aug. 29, 1961 (“Reg. A”) 84,000 common. Price—$3.25. 
Business—The manufacture of toys, games and novelties. 
Proceeds—For new equipment, advertising, and repay- 
ment of loans. Office—349 Rider Ave., Bronx 51, N. Y 
Underwriter — Flomenhaft, Seidler & Co., Inc., N. Y. 
Linco International, Inc. 
Nov. 15, 1961 (“Reg. A”) 75,000 common. Price — $4. 
Business—Operation of 20 departments in closed-door 
membership department stores. Proceeds—For general 
corporate purposes, Office—1510 Page Industrial Blvd., 
Overland, Mo. Underwriter—R. L. Warren Co., St. Louis. 


Lincoln Fund, Inc. (1/16-19) 

March 30, 1961 filed 951,799 shares of common stock 
Price Net asset value plus a 7% selling commission. 
Business -—— A non-diversified, open-end, management- 
type investment company whose primary investment ob- 
jective is capital appreciation and, secondary, income 
derived from the sale of put and call optious. Proceeds— 
For investment. Office—300 Main St., New Britain, Conn. 
Distributor—Horizon Management Corp., New York. 


Lincoln Income Life Insurance Co. 
Oct. 31, 1961 filed 45,000 common. Price — By amend- 
ment. Business—-A life.insurance company. Proceeds— 
For the selling stockholder. Office—Louisville, Ky. Un- 
derwriters—J. C. Bradford & Co., Nashville, Tenn. and 
W. L. Lyons & Co., Louisville, Ky. ' 
® Litho-Tone, Inc. 
Nov. 17, 1961 filed $247,500 of convertible subordinated 
7% debentures due 1971 (with attached warrants) and 
55,000 common shares to be offered in units consisting 
of one $4.50 debenture (with one warrant) and one 
common share. Price — $6 per unit, Business — Litho- 
graphy printing and the manufacture of offset printing 
plates. Proceeds—For general corporate purposes. Office 
—333 Hudson St., N. Y. Underwriter—Continental Bond 
& Share, Maplewood, N. J. Note—This registration was 
withdrawn. 

Lithoid, Inc. (2/26-3/2) 
Nov. 22, 1961 filed 120,000 common. Price—$3. Business 
—Development and manufacture of equipment and sys- 
tems for the photographic data processing industry. 
Proceeds—For general corporate purposes. Office—232 
Cleveland Ave., Highland Park, N. J. Underwriter— 
Godfrey, Hamilton, Taylor & Co., Inc., N. Y. 


Little Ruffy Togs, Inc. 
Nov. 29, 1961 filed 165,000 common, Price—By amend- 
ment. Business —- Manufacture and sale of children’s 
clothing. Proceeds — For debt repayment and working 
capital. Office—112 W. 34th St., N. Y. Underwriters— 
Glass & Ross, Inc. and Samson, Graber & Co., Inc., N. Y. 


Lomart Perfected Devices, Inc. (1/15-19) 
Sept. 14, 1961 filed 100,000 common. Price—$5. Business 
—The manufacture of pool filters and accessories and 
tools, dies, metal stampings, etc. Proceeds—For moving 
expenses, purchase of equipment, promotion of a new 
product and working capital, Office—199 Bleecker St, 
Brooklyn, N. Y. Underwriter—None. 

Lunar Enterprises, Inc. (2/5-9) 
Aug. 31. 1961 filed 125,000 common. Price—$5.75. Busi- 
ness—The production of television films. Proeceeds—For 
filming and production and working capital. Office— 
1501 Broadway, N. Y. Underwriter—Ehrlich, Irwin & 
Co., Inc., 50 Broadway, N. Y. 

MRM Co., Inc. 
Nov. 29, 1961 (“Reg. A”) 150,000 common. Price—$2. 
Business—Design and manufacture of automatic filling 
machines and related equipment. Proceeds—For debt re- 
payment and working capital. Office — 191 Berry St., 
Brooklyn, N. Y. Underwriter—A. J. Gabriel Co., N. Y. 
% Macco Realty Co. 
Dec. 21, 1961 filed $4,000,000 of conv. subord. debentures 
due 1977; also 150,000 common shares. Price—By 
amendment. Business—-Construction and sale of homes. 
Proceeds—For debt repayment and general corporate 
purposes. Office—-7844 E. Rosecrans Ave., Paramount, 
Calif. Underwriters—Kidder, Peabody & Co., N. Y. and 
Mitchum, Jones & Templeton, Los Angeles. 


MacLevy Associates, Inc. (1/29-2/2) 
July 20, 1961 (“Reg. A”) 150,000 common shares (par one 
cent). Price—$2. Business—The distribution of health, 
exercise and slenderizing equipment. Proceeds—For re- 
payment of loans, equipment, new products, sales pro- 
motion and advertising, plant removal and working cap- 
ital. Office—189 Lexington Ave., N. Y. 16, N. Y. Under- 
writer—Continental Bond & Share Corp., Maplewood, N.J. 
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Macoid Industries, Inc. (1/8-12) 

Sept. 28, 1961 filed 300,000 common, of which 100,000 
are to be offered by the company and 200,000 by stock- 
holders. Price—$5. Business—Molding of plastic prod- 
ucts for the automobile, electrical utility and telephone 
industries. Preceeds—For working capital. Office— 
12340 Cloverdale, Detroit. Underwriter—Charles Plohn 
& Co., N. T, 

' Magazines For Industry, Inc. 

Aug. 2, 1961 filed 135,000 common shares. Price — By 
amendment. Business—The publishing of business pe- 
riodicals. Preceeds—For promotion, a new publication 
and working capital. Office—660 Madison Ave., New 
York. Underwriter—To be named. 

Mann Research Laboratories, Inc. (1/2-5) 
Sept. 21, 1961 (“Reg. A”) 100,000 common. Price—$3. 
Business—Sale of scientifically tested biochemicals and 
pharmaceuticals. Preceeds—For new quarters, equip- 
ment, a laboratory, inventories and working capital. Of- 
ee ew St., N. Y. Underwriter—L. D. Sherman 
D N. ¥. 


Maric Design & Mfg. Corp. 
Nov. 14, 1961 (“Reg. A”) 55,000 common. Pirce—$4. Busi- 
ness — Manufacture of waste water filters and filtering 
systems. Proceeds — For debt repayment and working 
capital. Office—610 W. 18th St., Hialeah, Fla. Under- 
writers—Shawe & Co., Inc. and Terrio & Co., Inc., Wash- 
ington, D. C. 

Markite Corp. (1/22-26) 
Oct. 26, 1961 filed 100,000 common. Price—By amend- 
ment. Business—Development, design, manufacture and 
sale of precision electromechanical devices. Proceeds— 
For debt repayment and working capital. Office—155 
Waverly Place, N. Y. Underwriter—C. E. Unterberg, 
Towbin Co., N. Y.' 

Marks Polarized Corp. (1/22-26) 
June 27, 1961 filed 95,000 common shares. Price — By 
amendment, Preceeds — For expansion, acquisition of 
new facilities and other corporate purposes. Office—153- 
16 Tenth Ave., Whitestone, N. Y. Underwriters—Ross, 
> a (mgr.), Glass & Ross, Inc., and Globus, 
ae ® y o 


Marlene Industries Corp. 
Aug. 29, 1961 filed 225,000 common, of which 150,000 are 
to be offered by the company and 75,000 by stockholders. 
Price—$7. Business—The manufacture of ladies’ wear. 
Proceeds—For working capital. Office—141 W. 36th St., 
N.Y.C, Underwriter—Bernard M.Kahn&Co., Inc., N.Y.C, 
Offering—Imminent. 


Marquette Capital Co. 
Dec. 1, 1961 filed 250,000 common. Price—By amend- 
ment. Business—A small business investment company. 
Proceeds—For general corporate purposes. Office—91 
South Seventh St., Minneapolis, Minn. Underwriter—— 
None. 


@ Marshall Electronics Co. (1/10) 

Nov. 1, 1961 (“Reg. A”) 100,000 common. Price — $3. 
Business—Manufacture of rectifiers, regulators, thermo- 
couple tubes, and thyratrons. Proceeds—For expansion, 
research and development, and working capital. Office 
—54 Summer Ave., Newark, N. J. Underwriter—Richard 
Bruce & Co. Inc.. N. Y. 


Masury-Young Co. 
Dec. 4, 1961 filed 100,000 common. Price—$6. Business— 
Manufactures commercial and industrial floor mainte- 
nance products. Proceeds — For repayment of debt, 
equipment, and other corporate purposes. Office—76 
Roland St., Boston. Underwriter—Townsend, Dabney & 
Tyson, Baston. 


è Mathias (A. L.) Co. 

Nov. 30, 1961 filed 200,000 common, of which 125,000 
are to be offered by the company and 75,000 by a selling 
stockholder. Price—By amendment. Business—Operates 
private cafeterias and public restaurants, Proceeds—For 
debt repayment and general corporate purposes. Office 
—25 E. Lee St., Baltimore, Underwriter—Stein Bros. 
& Boyce, Baltimore. Offering—Expected in March. 


@ Maust Coal & Coke Corp. (1/15-19) 

Nov. 13, 1961 filed 250,000 common, Price—By amend- 
ment. Business—Mining of bituminous coal. Proceeds 
—For debt repayment and purchase of equipment. Office 
—530 Fifth Ave., N. Y. Underwriter—Eastman Dillon, 


Union Securities & Co., N. Y. 


Maxam, Inc. 
Oct. 26, 1961 filed 200,000 common, of which 100,000 
shares are to be offered by the company and 100,000 
shares by stockholders. Price—By amendment. Busi- 
ness—Operation of self-service discount department 
stores. Proceeds—For debt repayment and working cap- 
ital. Office—525 Hyde Park Ave., Roslindale, Mass. Un- 
derwriter—McDonnell & Co., Inc., N. Y. 


McCall Corp. (1/29- 2/2) 
Dec. 1, 1961 filed $9,983,000 of convertible subordinated 


debentures due Feb. 1, 1992, to be offered for subscrip- 
tion by common stockholders at the rate of $100 of 
debentures for each 13 shares held, Price—By amend- 
ment. Business — Magazine publishing. Proceeds — For 
possible expansion and diversification, and working 
capital. Office—230 Park Ave., N. Y. Underwriter— 
Goldman, Sachs & Co. 


@ Medex, Inc. 

Sept. 27, 1961 filed 110,000 common, Price—By amend- 
ment. Business—Development and manufacture of a 
limited line of hospital and surgical supplies. Proceeds 
—For construction, inventory, research and working cap- 
ital. Office—1488 Grandview Ave.. Columbus, Ohio. Un- 
derwriter—Globus, Inc., N. Y. Offering—In February. 


Continued on page 40 
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Continued from page 39 


Medical Fund, Inc. 
Oct. 26, 1961 filed 2,000,000 capital shares. Price—$10. 
Business—A closed-end diversified investment company. 
Proceeds—For investment in firms serving modern 
medicine. Address — New York, N. Y. Underwriter— 
Fleetwood Securities Corp. of America, 44 Wall St., N. Y. 


Medical Industries Fund, Inc. 
Oct. 23, 1961 filed 25,000 common. Price—$10. Business 
—A closed-end investment company which plans to 
become open-end. Proceeds—For investment in the 
medical industry and capital growth situations. Office 
—677 Lafayette St., Denver. Underwriter—Medical As- 
sociates, Inc., Denver. 

Medical Video Corp. 
Nov. 13, 1961 filed 250,000 common. Price—$10. Busi- 
ness—Manufacture of medical electronic equipment. 
Proceeds—For general corporate purposes. Of fice— 
Studio City, Calif. Underwriter—Financial Equity Corp., 
Los Angeles. 


Melinor Industries, Inc. (1/15-19) 

Nov. 15, 1961 filed 152,500 common, of which 52,500 are 
to be offered by the company and 100,000 by stock- 
holders. Price — $11. Business — Manufacture of 
lawn and garden sprinkling equipment. Proceeds— 
For general corporate purposes. Office—Moonachie, N. J. 
Underwriter—Francis I. duPont & Co., N. Y. 

Metallurgical International, Inc. (1/15-19) 
Sept. 26, 1961 filed 145,000 class A. Price—$3. Business 
—Reprocessing and manufacturing of rare refractory 
metals. Proceeds—Repay debt, taxes, purchase equip- 
ment, and working capital. Office—174 Main Ave., Well- 
ington, N. J. Underwriter—Mortimer B. Burnside & Co., 
N. Y. 

Metalfab, Inc. 

Oct. 27, 1961 filed $600,000 of 6% s. f. conv. debentures 
due 1976 and 100,000 common (of which 20,000 shares 
are to be offered by the company and 80,000 by stock- 
holders). Price—By amendment. Business—"Manufac- 
tures products and parts of the automotive and elec- 
trical industries. Proceeds—For debt repayment and 
working capital. Office—First and Elm Sts., Beaver 
Dam, Wis. Underwriters—Cruttenden, Podesta & Co., 
Chicago and Splaine & Frederic, Inc., Milwaukee. Offer- 
ing—-Expected sometime in January. 

Metatronics Manufacturing Corp. (1/22-26) 
Oct. 18, 1961 filed 100,000 common. Price—$2. Business 
—Manufacture of electronic cases and containers, and 
precision sheet metal products. Proceeds—For debt re- 
payment, and other corporate purposes. Office — 111 
Bloomingdale Rd., Hicksville, N. Y. Underwriter—Frank 
Karasik & Co., N. Y. 

Meteor Enterprises, Inc. 

Oct. 31, 1961 (“Reg. A”) 100,000 common. Price—$3 
Business — Manufacture of electric barbecue motors, 
igniters, etc. Proceeds—For debt repayment and gen- 
eral corporate purposes. Office—5356 Riverton Ave., 
North Hollywood, Calif. Underwriter—Kolb & Law- 
rence, Inc., Las Vegas, Nev. 


Metropolitan Acceptance Corp. 

Oct. 2, 1961 filed $300,000 of 6% subordinated convert- 
ibles due 1967 and 60,000 common shares to be offered 
in units consisting of $100 of debentures and 20 common 
shares. Price—$150 per unit. Business—Financing of re- 
tail sales. Proceeds—For working capital. Office—5422 
Western Ave., Chevy Chase, Md. Underwriter — R. 
Baruch & Co., Washington. D. C. 

* Metropolitan Realty Trust 

Dec. 20, 1961 filed 1,600,000 shares of beneficial interest. 
Price—$6.50. Business—A real estate investment trust. 
Proceeds—For general corporate purposes, Office—1790 
K St., N. W., Washington, D. C. Underwriter— Eisele & 
King, Libaire, Stout & Co., N. Y. 


* Michaels (J.), Inc. 

Dec. 20, 1961 filed 102.060 common, of which 20,600 are 
to be offered by the company and 82,400 by stockhold- 
ers. Price—By amendment. Business—Retail sale of fur- 
niture, major appliances, bedding, etc., through a chain 
of four stores. Proceeds— For construction of a new store. 
Office—182 Smith St., Brooklyn, N. Y. Underwriter- 
L. F. Rothschild & Co.. N. Y. 

@® Micro-Lectric, Inc. (1/8-12) 

June 12, 1961 (“Reg. A”) 55,000 common shares (par 10 
cents). Price—$4. Business—The manufacture and de- 
sign of potentiometers used in computers, ground contro] 
guidance systems and missiles. Proceeds—For tooling 
and production; repayment of loans; equipment; adver- 
tising; research and development and working capital. 
Office—19 Debevoise Avenue, Roosevelt, N. Y. Under- 
writer—Underhill Securities Corp., N. Y, 


* Mideast Aluminum Corp. 

Dec. 19, 1961 (“Reg. A”) 40,000 common. Price—To 
stockholders, $6.75; to public, $7.50. Business—Produc- 
tion of aluminum extrusions. Proceeds—For general 
corporate purposes. Address—U. S. 130, Dayton, N. J. 
Underwriter—None. 


Midwest Medical Investment Trust 
Dec. 11, 1961 (“Reg. A”) 15,000 shares of beneficial in- 
terests. Price—-$20. Business—A real estate investment 
trust which plans to own interests in medical office 
buildings, hospitals, etc. Proceeds—For working capital. 
Address—Van West, Ohio. Underwriter—J. Allen Mc- 
Meen & Co., Fort Wayne, Ind. 


Midwestern Investment Corp. 
Oct. 16, 1961 filed 200,000 common. Price—$2. Busi- 
ness—Company pians to engage in the commercial fi- 
nance and factoring business. Proceeds—General corpo- 
wate purposes. Office—1730 K St., N. W., Washington, 
D. C. Underwriter—Affiliated Underwriters, Inc. 
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Milgray Electronics, Inc. (1/8-12) 
Sept. 26, 1961 filed 166,667 common. Price—By amend- 
ment. Business—Wholesaler and distributor of electronic 
parts. Office—136 Liberty St., N, Y. Underwriter—Mar- 
ron, Sloss & Co., Inc., N. Y. 


Miller Brothers Hat Co., Inc. 

Dec. 18, 1961 filed 126,000 common, of which 100,600 
will be sold by the company and 26,000 by certain stock- 
holders. Price—By amendment. Business—Manufacture 
of men’s and boy’s hats. Proceeds — For purchase of a 
building, plant equipment, and working capital. Address 
2700 Canton St., Dallas, Underwriter—Eppler, Guerin 
& Turner, Inc., Dallas. 


Milo Components, Inc. 
Nov. 17, 1961 (“Reg. A”) 150,000 class A shares. Price— 
$1. Business—Manufacturer of precision metal com- 
ponents, assemblies and sub-assemblies. Proceeds—For 
debt repayment and working capital. Office—9-11 
Cleveland St., Valley Stream, N. Y. Underwriters—T. 
M. Kirsch Co., Inc., N. Y. and I. R. E. Investors Corp., 
Levittown, N. Y. 

Miss Elliette, Inc. (1/15) 
Oct. 10, 1961 filed 100,000 common. Price—By amend- 
ment. Business — Design, manufacture and distribution 
of women’s dresses. Proceeds—For debt repayment, in- 
ventory and expansion. Office—1919 S. Los Angeles St., 
Los Angeles. Underwriter—F. L. Rossmann & Co., N. Y. 
è Missile Systems Corp. (1/4-8) 
Sepi. 11, 1961 filed 148,125 common, of which 100,000 
are to be offered by the company and 48,125 by stock- 
holders. Price—By amendment. Business—Manufacture 
of electro - mechanical assemblies and systems for 
weapons under government contracts; furnishing data 
processing and documentation services; the manufacture 
of multi-color harness and cable assemblies, and the 
manufacture of commercial lighting equipment. Proceeds 
—For working capital. Office 9025 Wilshire Blvd., 
Beverly Hills, Calif. Underwriter—George, O'Neill & Co., 
Inc.; N. Y. 

Missile Valve Corp. 
Nov. 24, 1961 (“Reg. A’) 300,000 common. Price — $1. 
Business Production and sale of new type butterfly 
valve. Proceeds—For purchase of the patent and pro- 
duction and development of the valve. Office — 5909 
Hollywood Blivd., Hollywood, Calif. Underwriter—Pre- 
ferred Securities. Inc.. Phoenix. 

Mitron Research & Development Corp. 
Nov. 21, 1961 filed 130,000 common. Price—$3. Business 
Research and development of new products for the 
electronic industry. Proceeds—For general corporate 
purposes, new products. Office—899 Main St., Waltham, 
Mass. Underwriter—Stanley Heller & Co., N. Y. 


Mobile Estates, Inc. 
June 27, 1961 filed 140,000 common shares. Price—$6. 
Proceeds—To purchase land, construct and develop about 
250 mobile home sites, form sales agencies and for work- 
ing capital. Office—26 Dalbert, Carteret, N. J. Under- 
writer—Harry Odzer Co., N. Y. Offering—In mid-Jan. 

Mobile Rentals Corp. (1/29-2/2) 
Oct. 13, 1961 filed 215,000 common, of which 165,000 are 
to be offered by the company and 50,000 by a stock- 
holder. Price—By amendment. Business—Sale and 
leasing of trailers. Proceeds—For expansion, repay- 
ment of debt, and working capital. Office—8472 S. 
Figueroa St., Los Angeles. Underwriters—Kleiner, Bell 
& Co., Beverly Hills, Calif. and Hardy & Co., N. Y. 


Modern Pioneers’ Life Insurance Co. 
Nov. 6, 1961 (“Reg. A”) 105,297 common. Price — $2. 
Business—A life insurance company. Proceeds—To in- 
crease capital and surplus. Office—811 N. Third St., 
Phoenix. Underwriter — Associated General Agents of 
North America, Inc. 


Molecular Dielectrics, Inc. (1/22-26) 
Sept. 1, 1961 filed 150,000 common, of which 135,000 
are to be offered by the company and 15,000 by Cardia 
Co. Price—-$5. Business—The manufacture of high-tem- 
perature electronic and electrical insulation materials. 
Proceeds—For equipment, a new product and working 
capital. Office—101 Clifton Blvd., Clifton, N. J. Under- 
writers—Street & Co., Inc. and Irving Weis & Co., N. Y. 

Molecular Systems Corp. 
Dec. 12, 1961 filed 140,000 common. Price—$3. Business 
—Production of polyethylene materials of varying 
grades. Proceeds — For equipment, research and de- 
velopment and working capital. Office — 420 Bergen 
Blvd., Palisades Park, N. J. Underwriters—Stone, Acker- 
man & Co., Inc., (mgr.) and Heritage Equity Corp., N. Y. 

Motor Parts Industries, Inc. (1/22-26) 
Oct. 30, 1961 filed 120,000 class A shares. Price — By 
amendment. Business—Distribution of automobile parts. 
Proceeds — For debt repayment and working capital. 
Office—900-908 S. Oyster Bay Rd., Hicksville, N. Y. Un- 
derwriter—-Street & Co., Inc., N. Y. 

Municipal investment Trust Fund, First Pa. 

Series (1/9-12) 

April 28, 1961 filed $6,375,000 (6,250 units) of interests. 
Price—To be supplied by amendment. Business—The 
fund will invest in tax-exempt bonds of the Common- 
wea‘th of Pennsylvania and its political sub-divisions. 
Proceeds—For investment. Sponsor—Ira Haupt & Co., 
111 Broadway, N. Y. C. 


Municipal investment Trust Fund, Series B 
April 28, 1961 filed $12,750,000 (12,500 units) of interests. 
Price — To be supplied by amendment. Business — The 
fund will invest in tax-exempt bonds of states, counties, 
municipalities and territories of the U.S. Proceeds—For 
investment. Sponsor—Ira Haupt & Co., 111 Broadway, 
N. Y. C. Offering—Expected in early 1962. 


Mutual Credit Corp. 
Nov. 3, 1961 (“Reg. A’) $300,000 of 642% convertible 
subord, debentures, due 1971. Priee—At par. Business 














__A finance company. Proceeds—For general corporate 
purposes. Address—Keene, N. H. Underwriter—Chil- 
son, Newbery & Co., Inc., Kingston, N. Y. 


Narrows Premium Corp. (1/8-12) 
Sept. 25, 1961 filed 100,000 common. Price—$4. Business 
—Financing of casualty insurance premiums in New 
York State. Proceeds—General corporate purposes. Of- 
fice—9805 Fourth Ave., Brooklyn, N. Y. Underwriter— 
Pearson, Murphy & Co., Inc., N. Y., 
@ National Bowling Lanes, Inc. (1/15-19) 
July 21, 1961 filed 150,000 capital shares. Price—$5.50. 
Business—The operation of bowling centers, Proceeds— 
For expansion, repayment of loans, and working capi- 
tal. Office — 220 S. 16th Street, Philadelphia. Under- 
writer—Edward Lewis & Co., Inc., N. Y. 
@ Nationa! Capital Acceptance Corp. (1/15-19) 
Oct. 20. 1961 (“Reg. A’) 150,000 class A common. Price 
$2. Business—Purchase of second trust notes and other 
securities. Proceeds—For working capital. Office—8719 
—Colesville Rd., Silver Spring, Md. Underwriter— 
Guardian Investment Corp., Washington, D. C. 
National Equipment & Plastics Corp. (1/15) 
Sept. 28, 1961 filed 105,000 common. Price—$5. Business 
—Operation of a cleaning and pressing plant and affili- 
ated stores. Proceeds—For debt repayment, store ex- 
pansion and working capital. Address — Portage, Pa. 
Underwriter—Cortlandt Investing Corp., N. Y. 
% National Family Insurance Co. 
Dec. 26. 1961 filed 200,000 common. Price—$5. Business 
—Writing of automobile insurance. Proceeds—For addi- 
tional capital and reserves. Office—2147 University Ave., 
St. Paul, Minn. Underwriter—None. 
@ National Mercantile Clearing House, Inc. 
Oct. 23, 1961 (“Reg. A’) 75,000 common. Price—$4. 
Business—A collection agency. Proceeds—For general 
corporate purposes. Office—4539 Ponce de Leon Blvd., 
Miami, Fla. Underwriter—Armstrong & Co., Inc., N.Y. 
Offering—Expected sometime in February. 
National Reai Estate Investment Trust 
(1/22-26) 
Nov. 9. 1961 filed 1,000,000 common. Price—$15. Busi- 
ness—A real estate investment company. Proceeds 
For investment. Office—20 Broad St., New York City 
Underwriter—Lee Higginson Corp., N. Y. 
National Recreation Corp. 
Sept. 27, 1961 filed 337,500 common. Price—$8. Busi- 
ness—Operates a national chain of bowling centers. Pro- 
ceeds—For the acquisition of new centers, repayment 
of debt and for working capital. Office—Time and Life 
Bldg., N. Y. Underwriter—Berger-Derman, Inc., N. Y, 
Nationa! Rolling Mills Co. (2/13-16) 
Nov. 22, 1961 filed 200,000 common, of which 120,000 are 
to be offered by the company and 80,000 by stockhold- 
ers. Price—By amendment. Business—Manufacture of 
steel suspension systems, and other specialized roll 
formed metal products. Proceeds—For debt repayment 
and other corporate purposes. Office — Morehall Roed, 
Malvern, Pa. Underwriter—Drexel & Co., Philadelphia. 
National Semiconducter Corp. é 
May 11, 1961 filed 75,000 shares of capital stock. Price 
—To be supplied by amendment. Business—The design, 
development, manufacture and sale of quality transistors 
for military and industrial use. Proceeds — For new 
equipment, plant expansion, working capital, and other 
corporate purposes. Office—Mallory Plaza Bldg., Dan- 
bury, Conn. Underwriters—Lee Higginson Corp., N. Y.C. 
and Piper, Jaffray & Hopwood, Minneapolis (megr.). 
Note—tThis registration has been indefinitely postponed. 


National Tel-Tronics Corp. (1/22-26) 
Sept. 11, 1961 filed 133,000 common. Price—$3. Business 
—The manufacture of electronic components. Proceeds— 
For repayment of a loan, expansion, new products, work- 
ing capital and general corporate purposes. Office—52 
St. Casimer Ave., Yonkers, N. Y. Underwriter—Frank 
Karasik & Co., Inc., N. Y. (mgr.). 


National Vended Ski Insurance Corp. 
Oct. 30, 1961 filed 550,000 common. Price—By amend- 
ment. Business—Distribution of coin-operated insur- 
ance vending machines to brokers at sporting centers. 
Proceeds—For inventory, advertising and working capi- 
tal. Office—420 Lexington Ave.. N. Y. Underwriter 
Pacific Coast Securities Co., San Francisco. Offering 
Expected sometime in February. 
® Nationwide Bowling Corp. (1/2-5) 
Oct. 19, 1961 filed 100,000 capital shares (with attached 
warrants). Price—By amendment. Business—The oper- 
ation of bowling centers. Proceeds—For a realty acqui- 
sition and working capital. Office — 11 Commerce St., 
Newark, N. J. Underwriter—Warner, Jennings, Mandel 
& Longstreth, Philadelphia. 


* Natural Gas Pipeline Co. of America (1/10) 
Dec, 21, 1961 filed $30,060,000 of first mortgage pipeline 
bonds due Jan. 1, 1932. Proceeds—For debt repayment. 
Office— 122 So. Michigan Ave., Chicago. Underwriters 
Dillon, Read & Co., Inc, N. Y., and Halsey, Stuart & Co. 
Inc., Chicago. i 

New Campbell Island Mines Ltd. ; 
Oct. 13, 1961 filed 475,000 common, of which 400,000 are 
to be offered by the company and 75,000 by a stock- 
holder. Price—50c. Business—Exploration, develop- 
ment and mining. Proceeds—General corporate pur- 
poses. Office—90 Industry St., Toronto, Canada. Under- 
writer—A. C. MacPherson & Co., Toronto. 


@ New West Land Corp. (1/2-5) 

June 30, 1961 (“Reg. A”) 200,000 common shares (par 
$1). Price—$1.50. Proceeds—For repayment of notes and 
acquisition of real estate interests. Office—3252 Broad- 


way, Kansas City, Mo. Underwriter — B t, Fitch, 
North & Co., Kansas City, Mo, ies 
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New World Laboratories, Inc. 
Nov. 13, 1961 (“Reg. A”) 100,000 common. Price — ¢2 
Business—Manufacture of cosmetics and hair pre ae 
tions. Proceeds—For debt repayment and Foai oi. 
porate purposes. Office—1610 14th St.. N. W Washing- 
ton, D. C. Underwriter—T. J. McDonald & Co. Ine 
Washington, D. C. i 

New York Telephone Co. (1/9) 
Dec. 15, 1961 filed $60,000,000 of refunding mortgage 
bonds, series M, due Jan. 1, 2002. Proceeds— For debt ie 
payment and constructicn. Office—140 West St.. N. Y 
Underwriters— (Competitive), Probable bidders: Halsey. 
Stuart & Co. Inc., and Morgan Stanley & Co. Bids—Ex- 
pected Jan. 9 (11 a.m. EST) in Room 1600, 140 West 
St. N-E; 

Nigeria Chemical Corp. (2/5-9) 
Dec. 7, 1961 filed 90,009 common. Price—$5. Business 
—Company plans to construct a plant for production 
of ethyl alcohol and derivatives and to distill and sell 
industrial and potable alcohol in Nigeria. Proceeds— For 
equipment, debt repayment, and working capital. Of- 
fice—1060 Broad St., Newark, N. J. Underwriter—Scott. 
Harvey & Co., Inc., Fairlawn, N. J. 

North America Real Estate Trust 
Nov. 13, 1961 filed 2,000,000 shares of beneficial interest. 
Price—$10. Business—Real estate investment trust. 
Proceeds—For acquisition of property and working cap- 
ital. Office—475 Fifth Ave., N. Y. Underwriter—None. 

North Atiantic Industries, Inc. (1/8-22) 
Sept. 26, 1961 filed 131,500 common, of which 120,000 
will be sold by the company and 11,500 by a stockholder. 
Price—By amendment. Business—Manufacture of pre- 
cision electronic instruments. Proceeds—Repayment of 
debt, new product development, inventory and working 
capital. Office—Terminal Dr., Plainview, N. Y. Under- 
writer—G. A. Saxton & Co., Inc., N. Y. 

Northern Wood Products Corp. 
Nov. 29, 1861 filed 78,000 common. Price—S$5. Business 

Manufacture of wooden kitchen cabinets and related 
appliances. Proceeds For debt repayment, expansion. 
and working capital. Offiee—-201-221 Godwin Ave.. Pat- 
erson, N. J. Underwriter—United Planning Corp., New- 
ark, N. J. 

Nutri-Bio Corp. 
Oct. 17, 1961 filed 1,200,000 common. Price—$5. Business 

Distribution and sale of vitamins, minerals and die- 
tary food supplements. Proceeds—For selling stockhold- 
ers. Office 291 S. La Cienega Blvd., Beverly Hills, 
Calif. Underwriter — Vickers, McPherson & Warwick, 
Inc., N. Y. 
® Nutri-Laboratories, Inc. (1/15-19) 
Sept. 14, 1961 filed 100,000 common. Price—$5. Business 
—The manufacture and distribution of animal foods and 
dog products. Proceeds — For marketing of ‘“Doctor’s 
Choice” brand, working capital and operating expenses. 
Office—1511 K St., N. W., Washington, D. C. Underwriter 
—Hirschel & Co., Silver Spring, Md. 

Nuveen Tax-Exempt Bond Fund, Series 2 
Feb. 23, 1961 filed $10,000,000 (100,000 units) ownership 
certifıcates. Price—To be filed by amendment. Business 
—The fund will invest in interest bearing obligations of 
states, counties, municipalities and territories of the 
U. S., and political subdivisions thereof which are be- 
lieved to be exempted from Federal income taxes. Pro- 
ceed: — For investment. Office — 135 South La Salle 
Street, Chicago. Sponsor—John Nuveen & Co., Chicago 
Offering—Expected in early 1962. Nete—This fund form- 
erly was known as Tax-Exempt Public Bond Trust 
Fund, Series 2 


Inc., 


Nuveen Tax-Exempt Bond Fund, Series 3 


Oct. 17, 1961 filed $15,300,000 of units representing frac- 
tional interests in the Fund. Price By amendment. 
Business—The Fund will invest in interest bearing obli- 
gations of states, counties and municipalities of the 
U. S., and political subdivisions thereof which are be- 


lieved to be exempted from Federal income taxes. Pro- 
ceeds—For investment. Office—Chicago, 111, Sponsor— 
John Nuveen & Co., 135 So. La Salle St., Chicago. 


Nuveen Tax-Exempt Bond Fund, Series 4 

Oct. 17, 1961 filed $15.000.000 of units representing 
fractional interests in the Fund. Price—By amendment. 
Business—The Fund will invest in interest-bearing obli- 
gations of states, counties, and municipalities of the U. S., 
and political subdivisions thereof which are believed 
to be exempted from Federal income taxes. Proceeds— 
For investment. Office—Chicago, Ill. Sponsor—John 
Nuveen & Co., 135 So. La Salle St., Chicago. 


® Gceanic Instruments, Inc. (18-12) 

Aug. 24, 1961 filed 140,000 common, Price—$1. Business 
—The company plans to manufacture scientific marine 
instruments and provide consultation services. Proceeds 
—For organizational expenses and purchase of equip- 
ment. Officee—1515 Norton Bldg., Seattle. Underwriter— 
Globus, Inc., N. Y. 


® Oiympia Mines, Inc. (1/22-26) 

Sept. 1, 1961 filed 300,000 capıtal shares. Price—$1.35 
Business—The exploration and development of mines 
Proceeds—For mining operations. Office—44 Court St., 
Brooklyn, N. Y. Underwriter — Gaumont Corp., Ltd., 
Toronto., 


Crbit Incustries, Inc. (1/8-12) 

Aug. 22, 1961 filed 125,000 common shares. Price—$4 
Business — Research, development, engineering anda 
manufacturing in the telephone, electronics and related 
fields. Proceeds—For repayment of loans, and equlp- 
ment, Offiee—213 Mill St., N. E., Vienna, Va. Under- 
writer—Hodgdon & Co., Inc., Washington, D. C. 

® Origira'’a Inc. (1/22-26) 

Aug. 29, 1961 filed 150,000 common. Priee—$9.25,. Busi- 
ness—The manufacture of women’s coats, Proceeds—For 
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the selling stockholders, Office 
Underwriter—-To be named. 
Orion Electronics Corp. (1/15-19) 
Aug. 28, 1961 filed 100,000 common. Price—$3.50. Busi- 
ness—The manufacture of precision electronic sub-sys- 
tems for the generation, detection and control of fre- 
quencies up through the microwave region. Proceeds— 
For expansion, equipment and working capital. Address 
—Tuckahoe, N. Y. Underwriter—A. D. Gilhart & Co., 
inc. Se G 
Orlando Paper Corp. 
Oct. 11, 1961 (“Reg. A”) 80,000 common. Price—$2.50. 
Business—Manufacturer of miscellaneous paper products. 
Proceeds—For debt repayment and general corporate 
purposes. Office—Oceanside, L. I., N. Y. Underwriter— 
Professional & Executive Planning Corp., Long Beach, 
N. Y., and E. J. Roberts & Co., East Orange, N. J. 


Oxford Finance Cos., Inc. (2/26-3/2) 
Nov. 28, 1961 filed 200,000 common. Price—By amend- 
ment. Business—A finance company. Proceeds—For ex- 
pansion and debt repayment. Office—6701 N. Broad St., 
Philadelphia. Underwriter—Blair & Co., Inc., N. Y. 
Oxford Trust Fund 
Nov. 24, 1961 filed 5,000,000 units. Price—$1. Business 
—An investment trust. Office—Atlanta, Ga. Sponsor— 
Oxford Distributor Corp., Atlanta. 


è Ozon Products, Inc. (1/2-5) 
Sept. 28, 1961 filed 105,000 common. Pirce—By amend- 
ment. Business—Manufacture of toiletries and cosmetics. 
Proceeds—-For repayment of debt and working capital. 
Office—50 Wallabout St., Brooklyn, N. Y. Underwriter 

Carter, Berlind, Potoma & Weill, N. Y. 

PCS Data Processing, Inc. 
Oct. 6, 1961 filed 100,000 common of which 50,000 are to 
be offered by the company and 50,000 by stockholders 
Price—$3.75. Business—Furnishing of statistical infor- 
mation. Proceeds—For training personnel, new equip- 
ment, expansion and working capital. Office—75 W. St., 
N. Y. Underwriters—Harry Odzer Co., N. Y., and Lench- 
ner, Covato & Co., Inc., Pittsburgh, Pa. Offering—Ex- 
pected in January. 

P-G Products Manufacturing Co., Inc. 
Oct. 10, 1961 filed 110,055 common. Price—By amend- 
ment. Business — Manufactures appliance replacement 
parts and accessories. Proceeds — For debt repayment, 
expansion and working capital. Office—230 E. 162nd St., 
N. Y. Underwriters—Kahn & Peck, Cohn & Co., N. Y. 

P. & H. Tube Corp. 
Oct. 25, 1961 filed 120,000 common (with attached war- 
rants to purchase 60,000 additional shares) to be offered 
in units consisting of two shares and one warrant. Price 
—$12 per unit. Business—Manufacture of electric resist- 
ance welded steel tubing. Proceeds—For debt repay- 
ment and working capital. Office—413 Hamilton Rd., 
Bossier City, La. Underwriters—Howard, Weil, La- 
bouisse, Friedrichs & Co., New Orleans and Clark, 
Landstreet & Kirkpatrick, Inc.. Nashville. 

Pacific Big Wheel 
Oct. 26, 1961 filed 100,000 common. Price—By amend- 
ment. Business—Sale and installation of automobile ac- 
cessories. Proceeds—For expansion and working capital 
Office—6125 El Cajon Blvd., San Diego. Underwriter— 
N. C. Roberts & Co., Inc., San Diego 

Pacific Nutrient & Chemical Co. (1/15-19) 
Sept. 15, 1961 filed 120,000 common, Price—s4, Business 

The manufacture and sale of chemical fertilizers, ani- 
mal nutrients, crop seeds, insecticides, etc. Proceeds— 
For additional equipment, a new plant and working 


012 Seventh Ave., N. Y. 


pital. Office — North Oak and Hazel St 3urlington 
Wash. Underwriter Paul Eisenburg & Co., Inc., and 
Magnus & Co., Inc., N. Y 


Facific States Steel Corp. 
June 21, 1961 filed 100,000 outstanding shares of capita! 
stock (par 50 cents) to be sold by stockholders. Price 
$6. Business—The manufacture of steel products. Pro- 
ceeds—For the selling stockholder. Office—35124 Alva- 
rado-Niles Road, Union City, Calif. Underwriters—First 
California Co., Inc., and Schwabacher & Co., San Fran- 
cisco (mgr.). Offering—Indefinitely postponed. 

Pal-Piayweli Inc. 

Nov. 28, 1961 filed 100,000 common, Price—$4. Business 
Design, assembly and manufacture of toys. Proceeds- 
For debt repayment and working capital. Office—179-30 
93rd Ave., Jamaica, N. Y. Underwriter—Tyche Securi- 

ties, Inc., N. Y. 

Paimetto Pulp & Paper Corp. 
June 28, 1961 filed 1,000,000 common. Price—$3.45. Busi- 
ness—The growth of timber. Proceeds—Working capital 
and the possible purchase of a mill. Address—Box 199, 
Orangeburg, S. C. Underwriter — Stone & Co. c/o E. 
Lowitz & Co., 29 Broadway, N. Y. 


*Fan-Video Productions, Inc. 

Dec. 15, 1961 filed 100,006 common. Price—$3. Business 
Production of films, Proceeds — For general corporate 
purposes. Office—209 W. 57th St., N. Y. Underwriter 
R. J. Curylo Co., Brooklyn, N. Y. - 


Papekote, Inc. (1/22-26) 
Dec. 1. 1961 (“Reg. A”) 60,000 common. Price—$5. Busi- 
ness—Development and sale of chemical processes used 
in the field of paper coating. Proceeds—For general cor- 
porate purposes. Office—443 W. 15th St., N. Y. Under- 
writer—Edward Lewis Co., Inc., N. Y. 








Paragon Pre-Cut Homes, Inc. 
Aug. 25, 1961 filed $1,000,000 of 15-year sinking fund 
debentures due 1976 (with warrants.attached) and 100,- 
000 common to be offered in 10,000 units each consist- 
ing of 10 common and $100 of debentures. Price—By 
amendment, Business—The packaging and direct sale of 
precut home building materials. Proceeds—For repay- 
ment of loans and working capital. Office—499 Jericho 


(2861) 41 


Turnpike, Mineola, N. Y. Underwriter—L F Rothschild 
& Co., N. Y. Note—This registration will be withdrawn. 
® Paramount Foam Industries (1/10) 
Sept. 25, 1961 filed 137,500 common. Price—By amend- 
ment. Business—The manufacture of polyester foams. 
Proceeds — Additional equipment, debt repayment and 
working capital. Office—Mercer and Arnot Sts., Lodi 
N. J. Underwriter—iñialkov & Co., Inc.. N. Y. : 
Parker Finance Corp. 
Oct. 27, 1961 filed 135,000 common. Price—$6. Business 
—Financing of commercial accounts receivable. Pro- 
ceeds—For debt repayment. Office—8650 Cameron St., 
Silver Spring, Md. Underwriter—D. E. Liederman & 
Co., Inc., N. Y. Offering—Expected in February. 
Farkway Laboratories, Inc. 
Dec. 6, 1961 filed 160,009 common. Price—$5. Business 
—Manufacture of drugs and pharmaceuticals. Proceeds 
~ For an acquisition, research and other corporate pur- 
poses. Office — 2301 Pennsylvania Ave., Philadelphia. 
Underwriter—Arnold Malkan & Co., Inc., N. Y. 
Fatent Merchandising Corp. 
Nov. 22, 1961 filed 100,000 common (with attached five- 
year warrants to purchase an additional 100,000 shares) 
to be sold in units of one share and one warrant. Price 
—$3.50 per unit. Business—Company plans to market 
patented products, or products which it considers to be 
patentable. Proceeds—For general corporate purposes. 
Office—521 5th Ave., N. Y. C. Underwriter—Hampstead 
Investing Corp., N VY. 
Pel'egrino Aggregate Technico, Inc. 
Aug. 10, 1961 filed 130,000 class A common shares. Price 
—$5. Business—The manufacture of building materials. 
Proceeds—For payment of income taxes and loans and 
for working capital. Officee—Woodbridge-Carteret Road, 
Port Reading, N. J. Underwriter—Mortimer B. Burnside 
& Co., Inc., N. Y. Offering—Temporarily postponed, 
Pennon Electronics Corp. 
Sept. 28, 1961 (“Reg. A”) 135,000 common. Price—£2.20 
Business—Manufacture of solid state electronic devices. 
Proceeds—For working capital. Office—7500 S. Garʻield 
Ave., Bellgardens, Calif. Underwriter—Darius Inc., N. Y. 
Perpetual Investment Trust 
Nov. 9, 1961 filed 500,000 shares of beneficial interest. 
Price—(For the first 10,000 shares) $10.80 per share. 
(For the balance) Net asset value plus 8% commission. 
Business—A real estate investment trust. Proceeds——For 
investment. Office—1613 Eye St., N. W., Washington, 
D. C. Underwriter—Sidney Z. Mensh Securities Co., 
Washington, D. C. 
® Fersonai Property Leasing Co. 
Oct. 13, 1961 filed $2,000,000 of conv. subord, debentures 
due 1976. Price—By amendment. Business—Leasing of 
equipment to industrial and commercial firms. Proceeds 
—For purchase of equipment and collateral for bank 
credit. Office—6381 Hollywood Blvd., Los Angeles. Un- 
derwriter—Deimpsey-Tegeler & Co., Inc., St. Louis. Of- 
fering—Imminent. 
Philippine Oil Development Co., Inc. 
Sept. 25, 1961 filed 95,270,181 capital shares to be of- 
fered for subscription by common stockholders on the 
basis of one new share for each six held of record Sept. 
9. Price—One cent. Business—-Exploration for oil] in the 
Philippines. Proceeds—Repayment of debt and the drill- 
ing of test wells. Office—Manila, Philippines. Under- 
writer—None. 
x Fierce Procter Schu'tte & Taranton 





inves’ment Co., Inc. 
Dec. 20. 1861 filed %465.000 of 10-vear 8% debentures 
Price $15,000 per debenture. Busines The company 
plans to organize and sell real estate syndicati Pro- 
ceeds For general ťrporate purposes Office i807 N. 
Central Ave., Phoenix. Underwriter—None 
+ Pioneer Restaurants, Inc. 
Dec. 21, 1£61 filed 125.000 common, of which 73.090 are 
to be ofii dd Dy the company and ) | í ! 
stockholcer. Priecee—By amendmen Business—Opcra- 
tion of six restaurants in Sacramento. Proceeds-——lor 
ex nsion, debt repayment and working capital. Office 


| 
i 
1626 J St., Sacramento. Underwriter—Stewart, Eu- 
nks, Myerson & Co., San Francisco. 


rns 
A 


Pir-O-Wooud Industries, Inc. 
Nov. 28, 1961 filed 62,000 common, Price—$5. Business 
—Sale of prefabricated wood and plastic specialized 
components. Proceeds—For general corporate purposes. 
Office 1182 Broadway, N. Y. Underwriter Arnold 
Malkan & Co., Inc., N. Y. Offering—In February. 


P'asticrete Corp. (1/29-2/2) 
Nov. 15, 1961 filed 160,000 common. Price—By amend- 


ment. Business — Manufactures masonry units for the 
construction industry. Proceeds—For general corporate 
purposes. Office — 1883 Dixwell Ave., Hamden, Conn. 


Underwriter—Blair & Co., Inc., N. Y. Offering—In Jan. 


® Fiymouth Discount Corp. (1/8-12) 

Aug. 28, 1961 (“Reg. A”) 100,000 common. Price—$3. 
Business—Consumer sales financing. Proceeds—For re- 
payment of notes and working capital. Office — 2211 
Church Ave., Brooklyn, N. Y. Underwriter—M. Posey 
Associates, Ltd., 50 Broadway, N. Y. 


* Pneumo Dynamics Corp. 

Dec. 22, 1961 filed 150,000 common, of which 100,000 are 
to be offered by the company and 50,000 by stockholders, 
Price—By amendment. Business--Manuiacture of pre- 
cision hydraulic, pneumatic and mechanical equipment 
for marine, aircraft, ordnance and industrial use. PrO- 
ceeds—For acquisition of a company and working cap- 
ital. Office—3781 E. 77th St., Cleveland. Underwriter 
Hemphill, Noyes & Co., N. Y. and Estabrook & Co., Bos- 
ton. 





Continued on page 42 
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Continued from page 41 


® Policy-Matic Affiliates, Inc. (1/15-19) 
Oct. 16, 1961 filed 200,000 capital shares. Price—$3.25. 
Business—Leasing of insurance vending machines. Pro- 
ceeds—General corporate purposes. Office—1001 15th St., 
N. W., Washington, D. C. Underwriter—Balogh & Co., 
Inc., Washington, D. C. 
@ Polytronic Research, Inc. 
June 7, 1961 filed 193,750 common shares, of which 150,- 
000 will be sold for the company and 43,750 for stock- 
holders. Price—By amendment. Business—Research and 
development, engineering and production of certain 
electronic devices for aircraft, missiles, oscilloscopes, 
electronic vending machines and language teaching ma- 
chines. Proceeds—For expansion, repayment of debt and 
working capital. Offiee—7326 Westmore Rd., Rockville, 
Md. Underwriters—Jones, Kreeger & Co., and Balogh & 
Co., Washington, D. C. Note—This offering was post- 
poned indefinitely. 

Popular Library, Inc. (1/15-19) 
Oct. 17, 1961 filed 127,500 capital shares. Price — By 
amendment. Business—Publishing of paperback books 
and magazines. Preceeds—General corporate purposes. 
Office—355 Lexington Ave., N. Y. Underwriter—Sutro 
Bros. & Co., N. Y. 

Power Industrial Products Co. (2/13-16) 
Nov. 22, 1961 filed 160,000 class A common, of which 
133,333 are to be offered by the company and 26,667 by 
present stockholders. Price—By amendment. Business— 
Warehouse distribution of corrosion resistant stainless 
steel pipe, tubing, valves, etc. Preceeds—For repayment 
of debt, expansion, and working capital. Office—352 
Harrison St., Passaic, N. J. Underwriter—S. D. Fuller 
& Co., N. Y. 

President Airlines, Inc. 
June 13, 1961 (“Reg. A”) 150,000 mass A common shares 
(par one cent). Price—$2. Busimess—Air transportation 
of passengers and cargo. Preceeds—For payment of cur- 
rent liabilities and taxes; payment of balance on CAB 
certificate and working capital. Office — 630 Fifth 
Avenue, Rockefeller Center, N. Y. Underwriter—Conti- 
nental Bond & Share Corp., Maplewood, N. J. Note— 
This offering has been temporarily postponed. 

Prestige Capital Corp. 
Oct. 19, 1961 filed 200,000 common. Price—$5. Business 
—A small business investment company. Preceeds—For 
investment. Office—485 Fifth Ave., N. Y. Underwriters 
—D. Gleich & Co., N. Y., and Laird, Bissell & Meeds, 
Wilmington, Del. 

Pride Industries, Inc. (1/16) 
Aug. 29, 2961 filed 75000 common. Price—$5. Business 
—The sale of pet foods. Preceeds—For inventory, repay- 
ment of a loan, machinery, new products, advertising, 
Office—4408 Fairmount Ave., Philadelphia. Underwriter 
—Steven Investment Corp., Bala Cynwyd, Pa. 

Primex Equities Corp. 
Nov. 27, 1961 filed 400,000 shares of 60c cumulative con- 
vertible preferred, and 400,000 of class A common, to 
be offered in units of one share each. Price—By amend- 
ment. Business—A real estate investment firm. Pro- 
ceeds—For property acquisitions and working capital. 
Office—66 Hawley St., Binghamton, N. Y. Underwriter 
—None. 


Product Research of Rhode Island, Inc. 
(1/8-12) 

July 28, 1961 filed 330,000 common shares. Price—$2.05. 
Business — The manufacture of vinyl plastic products 
used in the automotive, marine and household fields. 
Proceeds—For repayment of debt, new equipment and 
working capital. Office — 184 Woonasquatucket Avenue, 
Nort Providence, R. I. Underwriter—Continental Bond 
& Share Corp., Maplewood, N. J. 


Programming and Systems, Inc. 
Oct. 11, 1961 filed 40,000 common. Price—$3.50. Busi- 
ness—Instructs classes in computer programming and 
the operation of electronic data processing machines. 
Proceeds—For expansion. Office—45 W. 35th St., N. Y. 
Underwriter —D. M. Stuart & Co., Inc., N. Y. 


Programs For Television, inc. 
Aug. 29, 1961 filed 150,000 common. Price—By amend- 
ment. Business — The distribution of films for motion 
pictures and television. Preeeeds—For repayment of debt 
and working capital. Office—1150 Avenue of the Ameri- 
cas, N. Y. Underwriter—To be named. 


Publishers Co., Inc. 
Nov. 28, 1961 filed 541,000 common. Price—By amend- 
ment, Business—Book publishing. Preceeds—For an ac- 
quisition and other corporate purposes. Offiee—1106 Con- 
necticut Ave., N. W., Washington, D. C. Underwriters— 
Amos Treat & Co., Inc., N. Y. and Roth & Co., Inc., 
Philadelphia. Offering—Expected sometime in Feb. 


Puerto Rico Capital Corp. (1/10) 
Sept. 13, 1961 filed 750,000 common. Price—-$10. Business 
—A small business investment company. Proceeds—For 
general corporate purposes. Address—San Juan, Puerto 
Rico. Underwriter—Hill, Darlington & Grimm, N. Y. 


Puerto Rico Land and Development Corp. 

Nov. 24, 1961 filed $4,000,000 of 5% conv. subord. de- 
bentures due 1971 and 200,000 class A shares to be of- 
fered in 25,000 units, each consisting of $160 of deben- 
tures and eight shares. Price—$200 per unit. Business 
—Real estate and construction. Proceeds — For. general 
corporate purposes. Office—San Juan, Puerto Rico. Un- 
derwriters—Lieberbaum & Co., and Morris Cohon & Co., 
New York. 


Pulp Processes Corp. (1/8-12) 
Sept. 20, 1961 filed 140,000 common. Price—$5. Business 
—Development of pulping and bleaching devices. Pro- 
eneral corporate purposes. Office—Hoge Bldg., 
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Seattle, Wash. Underwriter—Wilson, Johnson & Higgins, 
San Francisco. 
Pyramid Publications, Inc. (1/8-12) 

Nov. 24, 1961 filed 115,000 common. Price—By amend- 
ment. Busimess—Publication and sale of pocket-size 
paperback books and a man’s magazine. Proceeds—For 
expansion, debt repayment, and working capital. Office 
—444 Madison Ave., . Y. Underwriter—Milton D. 
Blauner & Co., Inc., N. Y. 


© Pyrometer Co. of America, Inc. 

Sept. 26, 1961 filed 300,000 common. Price—By amend- 
ment. Business — Design and manufacture of thermo- 
couple temperature transducers and electronic indi- 
cating and controlling instruments. Preceeds—To finance 
the purchase of Hamilton Manufacturing Co., Inc. Office 
—600 E. Lincoln Highway, Penndel, Pa. Underwriter— 
Arnold Malkan & Co., Inc., N. Y. Offering—February. 


Quaker City Industries, Inc. 
Nov. 28, 1961 filed 87,500 common. Price—$4. Business 
—Design and manufacture of metal cabinets, boxes, 
boiler and radiator enclosures. Proceeds—For equip- 
ment, aadvertising and working capital. Office — 234 
Russell St., Brooklyn, N. Y. Underwriter—M. J. Merritt 
& Co., Inc., N. Y. 
®@ Quartite Creative Corp. (1/8) 
Sept. 27, 1961 filed 100,000 common. Price—$5. Business 
—Manufacture of home furnishing products. Proceeds 
—For research, new products and working capital. Of- 
fice—34-24 Collins Place, Flushing, N. Y. Underwriters— 
Shell Associates, Inc. and Godfrey, Hamilton, Taylor & 
CL N. S., 


® RF Interonics, Inc. (1/29-2/2) 
Oct. 30, 1961 filed 40,000 common. Price—$5. Business 
—Manufacture of radio frequency interference filters 
and capacitors. Proceeds—For equipment, working cap- 
ital and other corporate purposes. Office—15 Neil Court, 
ee N. Y. Underwriter—Arnold Malkan & Co., 
MA 
Racing Inc. 
Oct. 16, 1961 filed 1,250,000 common. Price—Up to $4. 
Business—Company plans to build and operate an auto- 
mobile racing center. Proceeds—General corporate pur- 
poses. Office—21 N. 7th St., Stroudsburg, Pa. Under- 
writer—None. 


Rainbow Photo Laboratories, Inc. (1/8-12) 
Sept. 28, 1961 filed 150,000 common. Price—By amend- 
ment. Business—Processing of film and distributing of 
photographic equipment. Proceeds—For moving ex- 
penses, expansion, advertising and promotion, repayment 
of debt and working capital. 
Blvd., Long Island City, N. Y. Underwriter—Rodetsky, 
Walker & Co., Inc., N. Y. 


Rapid-American Corp. 
Nov. 1, 1961 filed $8,367,000 of conv. subord. debentures 
due 1976, being offered for subscription by common 
stockholders and 5%4% conv. debenture holders at the 
rate of $100 of new debs. for each 25 common held and 
3100 of new debs. for each 25 common into which the 
outstanding 5°4% conv. debs. are convertible of record 
Dec. 14, with rights to expire Jan. 11, 1961. Price— 
At par. Business—Manufacture of metal signs, plastic 
toys, novelties, etc. Proceeds—To increase ownership in 
McCrory Corp. and general corporate purposes. Office— 
711 Fifth Ave., N. Y. Underwriter—None. 
® Rapid Film Technique, Inc. (1/2-5) 
Sept. 19, 1961 filed 70,000 common. Price—$4. Business 
—The rejuvenating and repairing of motion picture film. 
Proceeds—For debt repayment and general corporate 
purposes, Office—37-02 27th St., Long Island City, N. Y. 
Underwriter—Herbert Young & Co., Inc., N. Y. 

Raritan Plastics Corp. (2/5-9) 
Sept. 28, 1961 filed 100,000 class A common. Price—$5. 
Business—Extrusion of plastic sheets. Proceeds—Equip- 
ment, debt repayment and working capital. Office—1l 
Raritan Rd., Oakland, N. J. Underwriter—Gianis & Co.. 
Inc., N. Y. 

Real Estate Fund, Inc. 
Sept. 28, 1961 (“Reg. A”) 14,634 units each consisting of 
seven common shares and one 20-year 6% convertible 
subordinated debenture. Price—$20.50 per unit. Business 
—Development and operation of shopping centers and 
other properties. Proceeds—General corporate purposes. 
Address—Greenville, S. C. Underwriter—McCarley & 
Co., Inc., Asheviile, N. C. Offering—Imminent. 


Realty Equities Corp. of New York (1/8-12) 
Sept. 28, 1961 filed $1,675,800 of subord. debentures due 
1971 (with warrants attached) to be offered for subscrip- 
tion by stockholders in 16,758 units, each consisting of 
$100 of debentures and a warrant to purchase 12.5 shares 
on the basis of @ne unit for each 20 shares held. Price— 
$100 per unit. Business—General real estate and con- 
struction. Proceeds—General corporate purposes. Office 
—666 Fifth Ave., N. Y. Underwriter—Sutro Bros. & Co., 
New York. 


© Recco, inc. (1/8-12) 
Oct. 19, 1961 filed 75,000 class A shares. Price — By 
amendment, Business—Operates record, card and sta- 
tionery departments in discount stores. Preceeds—For 
expansion. Offiee—1i1211 Walnut St., Kansas City, Mo. 
ca neenaties—-Eeidiond Securities Co., Inc., Kansas City, 
o. 
Red Wing Fiberglass Products, Inc. 
July 28, 1961 (“Reg. A”) 260,000 common, Price—$1.15. 
Proceeds — Debt repayment, building improvements, 
equipment, research and development, and working cap- 
ital. Office—Industrial Park, Red Wing, Minn. Under- 
writer—York & Mavroulis, Minneapolis. Note—This let- 
ter was temporarily postponed. 


Reher Simmons Research, inc. (1/8-12) 
May 8, 1961 filed 150,000 shares of capital stock. Price— 
$6 per share. Business—The research and development 


Office—29-14 Northern. 


. Thursday, December 28, 1961 


of processes in the field of surface and biochemistry. 
Proceeds—For plant construction, equipment, research 
and development, sales promotion and working capital. 
Office—545 Broad St., Bridgeport, Conn. Underwriter 
—McLaughlin, Kaufmann & Co., N. Y. (megr.). 
% Richmond Corp. í ; 
Dec. 21, 1961 filed 142,858 common. Price—$7. Business 
—A real estate investmer.t company. Proceeds—For debt 
repayment .and geneval corporate purposes. Office—220 
K St., N. W., Washington, D. C. Underwriter—Hirschel 
& Co., Silver Spring, Md 

Ripiey Industries, Inc., and Jomar Plastics, Inc. 

(1/22-26) 

Oct. 27, 1961 filed 100,000 common shares of Ripley and 
100,000 of Jomar to be offered in units consisting of one 
share of each company. Price—By amendment. Business 
—Manufacture of wood and plastic heels for women’s 
shoes, metal molds and dies, bowling pins, bowling 
shoes and related products. Proceeds—For general cor- 
porate purposes. Office—4067 Folsom Ave. St. Louis and 
Rio Piedras, Puerto Rico. Underwriters—Paine, Webber, 
Jackson & Curtis and American Securities Corp., N. Y. 

Roberts & Porter, Inc. 

Nov. 20, 1961 filed 80,200 common, of which 16,680 are 
to be offered by the company and 63,520 by stockhold- 
ers. Price—By amendment. Business—Sale of special- 
ized photographic, plate making and press room sup- 
plies and equipment to the graphic arts industry. Pro- 
ceeds—For working capital. Office—4140 W. Victoria 
Ave., Chicago, Ill. Underwriters—Blunt Ellis & Sim- 
mons, Chicago., and Schmidt, Roberts & Parke, Phila- 
delphia. 

Rochester Capital Leasing Corp. 

Oct. 30, 1961 filed $625,000 of 6% convertible subordi- 
nated debentures due 1972 and 100,000 class A to be 
offered in 12,500 units each consisting of $50 of deben- 
tures and eight shares. Price—$90 per unit. Business— 
Manufacture and sale of furniture, equipment, and sup- 
plies to schools, hotels, hospitals and industrial com- 
panies. Proceeds—For working capital. Office—8 Jay 
St., Rochester, N. Y. Underwriter—Saunders, Stiver & 
Co., Cleveland. 

Rocket Power, Inc. (1/8-12) 
Sept. 20, 1961 filed 200,000 common. Price—By amend- 
ment. Business—Development and manufacture of solid 
propellants, rocket motors, rocket catapults and related 
products. Proceeds—To repay debt. Office—Falcon Field, 
Mesa, Ariz. Underwriters—Paine, Webber, Jackson & 
Curtis and Prescott & Co., N. Y. 
®@ Rodale Eiectronics, Inc. (1/29-2/2) 

Sept?°29,, 1961 (“Reg. A”) 60,000 common. Price-—$5. 
Business—Manufacture of electronic equipment. Pre- 
ceeds—Debt repayment, new products, equipment, sales 
promotion and advertising. Office — 562 Grand Blvd., 
Westbury, N.Y. Underwriter—Charles Plohn & Co., N.Y. 


*% Roadcraft Corp. 
Dec. 26, 1861 filed 400,000 common. Price—By amend- 
ment. Business—Design, manufacture and sale of mobile 
homes and office trailers. Preceeds—For general cor- 
porate purposes. Office—-139 W. Walnut Ave., Gardena, 
Calif. Underwriter — Vickers, MacPherson & Warwick, 
Inc., N. E. 

Rogers (John) Co. 
Oct. 24, 1961 filed $600,000 of 6% conv. subord. deben- 
tures due 1976 and 120,000 common shares to be offered 
in units consisting of one debenture and two shares. 
Price—$25 per unit. Business—Sale of rebuilt automobile 
engines and reground crankshafts to automobile parts 
jobbers. Proceeds—For working capital and general cor- 
porate purposes. Office—1060 Huff Rd., N. W., Atlanta, 
Ga. Underwriters—Robinson-Humphrey Co., Inc., and 
Courts & Co., Atlanta. 

Rona Plastic Corp. 
Dec. 15, 1961 filed 200,000 common. Price—$5. Business 
—Manufactures plastic housewares, baby products and 
other plastic items. Proceeds—For debt repayment and 
other corporate purposes. Office—1517 Jarrett Place, 
oe N. Y. Underwriter—Arnold Malkan & Co., Inc., 

Roto Cylinders, Inc. (1/22-26) 
Nov. 16, 1961 (“Reg. A”) 60,000 common. Price—$5. 
Business—Custom gravure engraving. Proceeds—For 
debt repayment and working capital. Address—Pal- 
myra, N. J. Underwriter—Woodcock, Moyer, Fricke & 
French, Inc., Philadelphia. 

Royaltone Photo Corp. 
Nov. 29, 1961 filed 300,000 common, of which 100,000 
are to be offered by the company and 200,000 by stock- 
holders. Price —By amendment. Business — Develops 
and prints color, and black and white photographic 
film. Proceeds — For equipment and working capital. 
Office—245 7th Ave., N. Y. Underwriter — Federman, 
Stonehill & Co., N. Y. 


® Rubber & Fibre Chemical Corp. (1/15-19) 

Sept. 25, 1961 filed 120,000 common. Price—$5. Business 
—Exploitation of a new process for reclaiming unvul- 
canized rubber. Proceeds—Purchase of equipment and 
existing plant building, repayment of debt, and working 
capital. Office—300 Butler St., Brooklyn, N. Y. Under- 
writer—Armstrong & Co., Inc., N. Y. 


S. M. S. Instruments, Inc. (1/29-2/2) 
Nov. 28, 1961 filed 100,000 common, Price—$3:25. Busi- 
ness—Repair and maintenance of aircraft instruments 
and accessories, Preceeds—For equipment, debt repay- 
ment, and other corporate purposes. Office — Idlewild 
International Airport, Jamaica, N. Y. Underwriter— 
Lieberbaum & Co., N. Y. 


© Ss. O. S. Photo-Cine-Optics, Inc. (1/2-5) 

June 29, 1961 filed $50.000 of 6% subordinated deben- 
tures due 1969 and 50,000 common shares to be offered 
in units consisting of $10 of debentures and 10 common 
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shares. Price—$40 per unit. Business—The manufactur- 
ing, renting and distributing of motion picture and tele- 
vision production equipment. Proceeds—For new equip- 
ment, advertising, research and development, working 
capital and other corporate purposes. Office—602 W. 
52nd St., New York. Underwriter — William, David & 
Motti, Inc., N. Y. 
Sabre, Inc. (1/8-12) 

Sept. 25, 1961 (Keg. A”) 50,000 common. Price—s2. 
Business—Manufacture of pre-painted aluminum siding 
and accessories. Proceeds—For inventory, dies, inventory 
equipment and working capital. Office—4990 E. Asbury, 
Denver. Underwriter—Schmidt, Sharp, McCabe & Co., 
Inc., Denver. 


Saegertown Classeals, Inc. 
Sept. 27, 1961 filed 210,500 common, of which 100,000 are 
to be offered by the company and 110,500 by stockhold- 
ers. Price—By amendment. Business—Manufacture of 
electronie parts, including diodes and rectifiers. Pro- 
ceeds—For general corporate purposes, Office—South 
Main St., Saegertown, Pa. Underwriter—Carl M. Loeb, 
Rhoades & Co., N. Y. Note — This company plans to 
merge with Glass-Tite Industries, Inc., subject to ap- 
proval of stockholders. Offering—In February. 

San Diego Imperial Corp. (1/16) 
Dec. 5, 1961 filed 350,091 common, Price—By amend- 
ment. Business—A holding company for 14 savings and 
loan associations, and other firms. Proceeds — For the 
selling stockholders. Office—1400 Fifth Ave., San Diego, 
Calif. Underwriters—White, Weld & Co., Inc., N. Y., and 
J. A. Hogle & Co., Salt Lake City. 
@ Sav-Mor Oil Corp. (1/29-2/2) 
July 5, 1961 (““Reg. A’) 92,000 common shares (par one 
cent). Price—$2.50. Business—Wholesale distribution of 
gasoline and oil to service stations. Proceeds—For ex- 
pansion. Office—151 Birchwood Park Dr., Jericho, L. I., 
N. Y. Underwriter—.Amber, Burstein & Co., Inc., N. Y. 

Savin Business Machines Corp. (1/9-12) 
Sept. 28, 1961 filed 150,000 common. Price—$10. Busi- 
ness—Distribution of products for use in photocopy 
machines. Proceeds—For initial production of xero- 
graphic machines, additional equipment, expansion and 
working capital. Office—161 Ave. of the Americas, N. Y. 
Underwriter—Ira Haupt & Co., N. Y. 

Schultz Sav-O-Stores, Inc. 
Nov. 13, 1961 filed 160,000 common, of which 75,000 are 
to be offered by the company and 85,000 by stockhold- 
ers. Price—By amendment. Business—Wholesale food 
distribution and operation of supermarkets. Proceeds 
—For expansion. Office—2215 Union Ave., Sheboygan, 
Wis. Underwriter—Blunt Ellis & Simmons, Chicago. 


Seashore Food Products, Inc. 
Aug. 29, 1961 (“Reg. A”) 75,000 common. Price — $4. 
Business—The manufacturing and processing of assorted 
food products, Office—13480 Cairo Lane, Opa Locka, 
Fla. Underwriters — Terrio & Co., and Shane & Co, 
Washington, D. C. Offering—Expected in January. 


® Sea-Wide Electronics, Inc. (1/29-2/2) 

Sept. 26, 1961 filed 200,000 common. Price—$4. Business 
—Importing of goods from Japan. Preceeds—For debt 
repayment. Office—Stokely St., and Roberts Ave., Phila- 
delphia, Pa. Underwriter—Amos Treat & Co., N. Y. 


Security Acceptance Corp. 
March 7, 1961 filed 100,000 shares of class A common 
stock and $400,000 of 742% 10-year debenture bonds, to 
be offered in units consisting of $100 of debentures and 
25 shares of stock. Price—$200 per unit. Business—The 
purchase of conditional sales contracts on home appli- 
ances. Proceeds — For working capital and expansion. 


Office—724 9th St., N. W., Washington, D. C. Under- 
writer—None. 

Security Equity Fund, Inc. 
Dec. 14, 1961 filed 400,000 capital shares. Price—Net 


asset value plus 6%. Business—A mutual fund. Proceeds 

For investment. Office — 700 Harrison St., Topeka, 
Kan. Underwriter—Security Management Co., Inc., To- 
peka. 


Seg Electronics Co., Inc. (1/29-2/2) 

Sept. 28, 1961 filed 110,000 common. Price—By amend- 
ment. Business—Design and manufacture of networks 
for data and program transmission, filters, transceivers 
and related electronic equipment. Proceeds—For equip- 
ment, research and development, repayment of loans and 
working capital. Office—12 Hinsdale St., Brooklyn. Un- 
derwriter—Searight, Ahalt & O’Connor, Inc., N. Y. 


® Se!-Rex Corp. (1/8-12) 

Sept. 27, 1961 filed 200,000 common, of which 33,000 
will be sold by the company and 167,000 by a stock- 
holder. Price—By amendment. Business—Production of 
gold compounds and chemicals for electroplating. Office 
—Nutley, N. J, Underwriter—Eastman Dillon, Union Se- 
curities & Co., N. Y. 


_ Selective Financial Corp. 

Dec. 8, 1961 filed 500,000 common. Price—$6. Business 
Engaged in real estate mortgage field, and the financ- 

ing of intangibles and chattels. Proceeds—For general 

corporate purposes. Office—830 N. Central Ave., Phoe- 

nix. Underwriter—None. 


® Sei! 'N Serv Dispensers, Inc. (1/2) 

Oct. 17, 1961 (“Reg. A”) 60,000 common. Price—$5. Busi- 
ness—Manufacture of dispensers for hot and cold bever- 
ages. Proceeds—For debt repayment and general corpo- 
rate purposes. Office—20 Simmons St., Boston. Under- 
writer—Goldsmith, Heiken & Co., Inc., Brooklyn, N. Y. 


® Semicon, Inc. (1/3) 
June 30, 1961 filed 125,000 class A common shares. 
Price — $4. Business The manufacture of semi- 


conductor devices for military, industrial and commercial 
use. Proceeds—For equipment, plant expansion and new 


products. Address—Sweetwater Avenue, Bedford, Mass. 
Underwriter—S. D. Fuller & Co., New York (managing). 


® Servonuclear Corp. (1/8-12) 

Sept. 12, 1961 (“Reg. A”) 100,000 common. Price—$2. 
Business—Manufacture of medical electronic products. 
Proceeds—For plant relocation, equipment, inventory, 
new products, debt repayment and working capital. Of- 
fice—28-21 Astoria Blvd., Astoria, L. I, N. Y. Under- 
writer—Rothenberg, Heller & Co., Inc., N. ¥. 


Servotron Corp. (1/8-12) 
Sept. 25, 1961 filed 100,000 common. Price—$5. Business 
—Sale of automatic film processing machines and other 
electronic products. Proceeds—Purchase of equipment 
and inventory, sales promotion, research and develop- 
ment, and working capital. Office—29503 West Nine Mile 
Rd., Farmington, Mich. Underwriter—None. 


Skamrock Oil and Gas Corp. (1/23) 
Dec. 13, 1961 filed $25,000,000 of sinking fund debentures 
due Jan. 1, 1987. Price—By amendment. Business—Pro- 
duction of natural gas, natural gasoline and petroleum. 
Proceeds—For prepayment of loans and working cap- 
ital. Office—First National Bank Bldg., Amarillo, Tex. 
Underwriter—First Boston Corp., N. Y. 


Shasta Minerals & Chemical Co. 
April 24, 1961 filed 500,000 shares of commen stock. 
Price—$2.50 per share. Business—Acquisition, develop- 
ment, and exploration of mining properties. Proceeds— 
For general corporate purposes. Office — 1406 Walker 
Bank Bldg., Salt Lake City, Utah. Underwriter — None. 
Note—The SEC has ordered “stop order” proceedings 
challenging the accuracy and adequacy of this regis- 
tration statement. 
® Shatterproof Glass Corp. (1/8-12) 
Oct. 27, 1961 filed 215,000 common. Price—By amend- 
ment. Business—Manufactures and distributes lamin- 
ated safety glass. Preceeds—For selling stockholders. 
Office—4815 Cabot Ave., Detroit. Underwriter—Shields 
& Co., N. Y. 


Shaver Food Marts, Inc. 

Dec. 19, 1961 filed 170,090 class A common, of which 
30,000 will be sold by the company and 140,000 by cer- 
tain stockholders. Price — By amendment. Business— 
Operation of seven supermarkets in the Omaha-Council 
Bluffs area. Proceeds—For expansion. Office—139 S. 
40th St., Omaha, Neb. Underwriters—J. Cliff Rahel & 
Co., and Storz-Wachob-BEender Co., Omaha. 


Shenk Industries, Inc. (2/5-9) 

Nov. 28, 1961 filed 150,000 common, of which 135,000 
shares’ are to be offered by the company and 15,000 by 
a stockholder. Price—$6. Business—Manufacturer of re- 
built automobile parts. Proceeds—For debt repayment 
and working capital. Office—2101 S. High St., Colum- 
bus, Ohio. Underwriters—Rodetsky, Walker & Co., Inc., 
N. Y. and Boenning & Co., Philadelphia. 


Sheraton Corp. of America (2/5-9) 

Oct. 30, 1961 filed $8,000,000 of 742% capital income 
sinking fund debentures due 1989. Price—By amend- 
ment. Business—Operates hotels and other real estate 
properties. Proceeds—For general corporate purposes. 
Office—470 Atlantic Ave., Boston. Underwriters—Paine, 
Webber, Jackson & Curtis, Boston and S. D. Lunt & Co., 
Buffalo, N. Y 


Siconor Mines Ltd. 
Sept. 18, 1961 filed 250,000 common. Price—By amend- 
ment. Business—The exploratory search for silver in 
northern Ontario. Preceeds—For general corporate pur- 
poses. Office—62 Richmond St., West, Toronto, Canada. 
Underwriter—None. 


© Sierra Capita! Corp. (1/2-3) 

Sept. 5, 1961 filed 1,000,000 capital shares. Price — By 
amendment. Business—A small business investment com- 
pany. Proceeds—For general corporate purposes. Office 
—105 Montgomery St., San Francisco. Underwriter—C. 
E. Unterberg, Towbin Co., N. Y. 


Silo Discount Centers, Inc. (1/29-2/2) 
Nov. 15, 1961 filed 165,000 common. Price—By amend- 
ment. Business—Operation of retail discount stores. Pro- 
ceeds—For general corporate purposes. Office—2514 N. 
Broad St., Philadelphia, Pa. Underwriters—Boenning & 
Co., Philadelphia, and Rodetsky, Walker & Co., Inc., 
N. Y. 





Sokol Brothers Furniture Co., Inc. (1/29-2/2) 
Sept. 28, 1961 filed 240,000 common. Price—$2.50. Busi- 
ness—The instalment retailing of furniture, appliances 
and other household goods. Preceeds — For expansion 
and modernization of buildings, repayment of debt and 
working capital. Office—253 Columbia St., Brooklyn, 
N. Y. Underwriter—Continental Bond & Share Corp., 
Maplewood. N. J. 


Sonic Development Corp. of America 

Oct. 27, 1961 filed 56,000 common, of which 30,000 are 
to be offered by the company and 26,000 by stockhold- 
ers, Price—$5. Business—Design, development and man- 
ufacture of devices using sound or fluids as a source of 
energy. Proceceds—For general corporate purposes. Of- 
fice—260 Hawthorne Ave., Yonkers, N. Y. Underwriter 
—Meadowbrook Securities Inc., Hempstead, N. Y. 


Sonic Systems, Inc. (1/8-12) 
Oct. 30, 1961 (“Reg. A”) 75,000 common, Price — $2. 
Business—Manufacture of ultrasonic cleaning equip- 
ment, systems and transducers. Preceeds—-For expansion 
and working capital. Office—1250 Shames Dr., Westbury, 
N. Y. Underwriter—Keene & Co., Inc., N. Y. 


Southeastern Towing & Transportation Co., Inc. 
Nov. 29, 1961 (“Reg. A”) 100,000 common. Price—S3. 
Business—Construction and operation of towing boats. 
Proceeds—For debt repayment, conversion of a boat, and 
working capital. Office—-3300 N. W. North River Drive, 
Miami, Fla. Underwriter—Irwin Karp & Co., Inc., 68 
William St., N. Y. 





(2863) 43 


Southern California Edison Co. (1/15-19) 
Dec. 11, 1961 filed 1,500,000 common. Price—By amend- 
ment. Proceeds—For debt repayment and redemption of 
outstanding 4.88% preferred. Office—601 W. Fifth St. 
Los Angeles. Underwriters—First Boston Corp., N. Y. 
and Dean Witter & Co., San Francisco. 

Southern California Plastic Co. 
Nov. 16, 1961 (“Reg. A”) 85,714 common. Price—$3.50. 
Business—Manufacturer of plastic products. Proceeds 
—For debt repayment, equipment and working capital. 
Office—1805 Flower St., Glendale, Calif. Underwriter— 
Sutro & Co., San Francisco. 


Southern Frontier Finance Co. (1/2-5) 
Sept. 22, 1961 filed $1,000,000 of sinking fund subordi- 
nated debentures due 1976 with warrants to purchase 
200,000 shares of common stock, to be offered in units 
consisting of $100 of debentures with a warrant to pur- 
chase 20 common shares. Price—By amendment. Busi- 
ness—Repurchase of mortgage notes, contracts, leases, 
etc. Proceeds—Repayment fo debt, investments and other 
corporate purposes. Office—615 Hillsboro St., Raleigh, 
N. C. Underwriter—J. C. Wheat & Co., Richmond, Va. 

Southern Growth Industries, Inc. (1/3-5) 
June 28, 1961 filed 100,000 common shares. Price—$6. 
Business—A small business investment company. Pro- 
ceeds—For investment. Office—Poinsett Hotel Building, 
Greenville, S. C. Underwriter—Capital Securities Corp., 
Greenville, S. C. : 


® Southern Realty & Utilities Corp. (1/15-19) 
May 26, 1961 filed $4,140,000 of 6% convertible deben- 
tures due 1976, with warrants to purchase 41,000 common 
shares, to be offered for public sale in units of $500 of 
debentures and warrants for five common shares. Price 
—At 100% of principal amount. Business—The develop- 
ment of unimproved land in Florida. Proceeds—For the 
repayment of debt, the development of property, work- 
ing capital and other corporate purposes. Office—1674 
Meridian Avenue, Miami Beach, Fla. Underwriters — 
Hirsch & Co., and Lee Higginson Corp., N. Y. 


® Southern Syndicate, Inc. (1/8-12) 
Sept. 13, 1961 filed 300,000 common. Price—-By amend- 
ment. Business—Real estate investment. Proceeds-—For 
repayment of loans and working capital. Officee—2501 
Bank of Georgia Bldg., Atlanta. Underwriter—Johnson, 
Lane, Space Corp., Savannah. 

Southwest Recreation Associates, Inc. 
Nov. 29, 1961 (“Reg. A”) $150,000 6% convertible sub- 
ordinated sinking fund debentures due 1973; and 30,000 
common shares. Price—For the debentures: $500. Far 
the stocks: $5, Business—Operation of, bowling alleys. 
Proceeds — For debt repayment and working capital. 
Office—2711 N. 24th St., Phoenix. Underwriter—A. G. 
Edwards & Sons, St. Louis. 
® Southwest Factories, Inc. 
Oct. 10, 1961 (“Reg. A”) 100,000 capital shares. Price 
—$3. Proceeds—For debt repayment, equipment, re- 
search and development and general corporate pur- 
poses. Office—1432 W. Main St., Oklahoma City, Okla. 
Underwriter—Best & Garey Co., Inc., Washington, D. C. 
Offering—Imminent. 


* Southwestern Insurance Co. 

Dec. 26, 1961 filed 220,000 common. Price—By amend- 
ment. Business—Writes automobile casualty insurance in 
Oklahoma and Arkansas. Preceeds—For redemption of 
surplus fund certificates and expansion. Office—5620 N. 
Western Ave., Oklahoma City. Underwriters—Eppler, 
Guerin & Turner, Inc., Dallas and R. J. Edwards, Inc., 
Oklahoma City. 


® Space Age Materials Corp. (SAMCO) (1/8-12) 
Sept. 19, 1961 (“Reg. A”) 100,000 common. Price—$3. 
Business—The manufacture of high temperature mate- 
rials for the space, nuclear and missile fields, and com- 
ponents used in the communications field. Proceeds— 
For equipment, research and development, and working 
capital. Office—31-26 Greenpoint Avenue, Long Island 
City, N. Y. Underwriter—Durum Securities Corp., 511 
5th Ave., N. Y. 


Space Financial Corp. 
Nov. 24, 1961 (“Reg. A’’) 100,000 common. Price—$2. 
Business—-A smal] business investment company. Pro- 
ceeds—For working capital. Office—113 W. 2nd St., Casa 
Grande, Ariz. Underwriters—Preferred Securities, Inc., 
and Brown & Co. Investment Securities, Phoenix. 


Spandex Corp. (1/29-2/2) 
Oct. 25, 1961 (“Reg. A”) 90,000 common. Price—$3. Busi- 
ness—Manufacture of a synthetic elastic yarn and other 
synthetic fibres. Proceeds—-For general corporate pur- 
poses. Office—186 Grand St., N. Y. Underwriter—Mc- 
Laughlin, Kaufman & Co., N. Y. Offering—In January. 


* Spartan International Inc. 

Dec. 22, 1961 filed 175,000 common. Price—$4. Business 
—Manutacture of metal shower receptors, precast con- 
crete receptors, prefabricated metal showers and base- 
board radiators. Proceeds—For a new plant in Canada. 
Office—52-55 74th Ave., Maspeth, L. I, N. Y. Under- 
writer—M. H. Woodhill, Inc., N. Y. 


Spears (L. B.), Inc. 
Oct. 30, 1961 filed 65,000 common. Price—$5. Business— 
Operation of retail furniture stores. Proceeds — For 
working capital. Office—2212 Third Ave., N. Y. Under- 
writer—Arnold Malkan & Co., Inc., N. Y. 


Sperti Products, Inc. (2/26-3/2) 
Nov. 29, 1961 filed 230,000 common of which 200,000 are 
to be offered by the company and 30,000 by stockholders. 
Price—By amendment. Business—Manufacture of drug 
and food products, electrical and electronic devices and 
precision machinery. Proceeds—For the purchase of cer- 
tain patents, repayment of debt, and working capital. 








Continued on page 44 
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Office—730 Grand St., Hoboken, N. J. Underwriter— 
Blair & Co., N. Y 
© spira: metai Co., Inc. (2/13-16) 
Dec. 7, 1961 (“Reg. A”) 100,000 common. Price — $2.50. 
Business—Broker and dealer in gold and silver bullion 
and other non-ferrous metals. It also does processing and 
smelting. Proceeds—For a new refinery, debt repayment 
and working capital. Office—E. William St., Hopelawn 
(Woodbridge), N. J. Underwriter—Flomenhaft, Seidler 
& Co., N. Y. 

Sportsmen, Inc. (1/8-12) 
Nov. 29, 1961 filed $100,000 of 6% subordinated con- 
vertible debentures due 1977 and 50,000 common to be 
offered in units, each consisting of $20 of debentures and 
10 shares. Price—$60 per unit. Business—Design and 
manufacture of fishing and archery equipment and fiber 
glass household items. Proceeds—For general corporate 
purpose. Office—131 Saw Mill River Rd., Yonkers, N. Y. 
Underwriter—William, David & Motti, Inc., N. Y. 

Standard Industries, Inc. 
Oct. 13, 1961 filed 210,000 common, of which 183,000 are 
to be offered by the company and 27,000 by a stock- 
holder. Price—By amendment. Business—Production 
of crushed limestone, gravel, and ready-mix concrete 
and construction of highways, etc. Proceeds—-General 
corporate purposes. Office—731 Mayo Bldg., Tulsa, 
Okla. Underwriter—Allen & Co., N. Y. Offering—tIn Jan. 
@ Standard & Poor’s Corp. (1/4-5) 
Nov. 13, 1961 filed 261,896 common. Price—By amend- 
ment. Business—Publishers of financial information 
Proceeds—-For selling stockholders. Office—345 Hud- 
son St., N. Y. Underwriter—Smith, Barney & Co., N. Y. 

Stanley Industries Corp. 
Oct. 26, 1961 filed 80,000 common. Price—S$4. Business 
—Design, manufacture and sale of heavy-duty stainless 
steel equipment. Proceeds—For debt repayment and 
general corporate purposes. Office-——454 Livonia Ave., 
Brooklyn, N. Y. Onderwriter—Edwards & Hanly, Hemp- 
stead, N. Y. 

Star Home and Shelter Corp. 
June 28, 1961 filed 133,000 commn and 133,000 warrants 
to be offered in units, each unit consisting of one com- 
mon share and one warrant. Price—$3 per unit. Busi- 
ness—The construction and sale of shell homes. Proceeds 
—For repayment of loans, advances to a subsidiary, es- 
tablishment of branch sales offices and working capital. 
Office—336 S. Salisbury Street, Raleigh, N. C. Under- 
writer—-D, E. Liederman & Co., Inc., N. Y. (mgr.). Note 
—This firm formerly was known as Star Homes, Inc. 
Offering—In late January. 

Starmatic Industries, Inc. 
Nov. 3, 1961 filed 100,000 common. Price—By amend- 
ment. Business — Manufacture of boxes, brochures, 
packaging materials and packaging machines. Proceeds 
—For debt repayment and general corporate purposes. 
Office—252 W. 30th St., N. Y. Underwriter—N. A. Hart 
& Co., Bayside, N. Y. Offering—In February. 
@ Stee! Piant Equipment Corp. (1/8-12) 
Oct, 2, 1961 (“Reg. A”) 100,000 common. Price—$3. Pro- 
ceeds—For equipment and working capital. Address— 
Norristown, Pa. Underwriter—Joseph W. Hurley & Co., 
Norristown, Pa. 

Ster.ing Extruder Corp. (1/8-12) 
Sept. 12, 1961 filed 90,000 common, ot which 20,000 are 
to be offered by the company and 70,000 by the stock- 
holders. Price — $10. Business — The manufacture of 
plastic extrusion machinery and auxiliary equip- 
ment. Proceeds—For working capital. Office—1537 W. 
Elizabeth Ave., Linden, N. J. Underwriter — Marron, 
Sloss & Co., N. Y. 

Stevens Markets, Inc. 
Dec. 8, 1961 (“Reg. A”) 13,559 class A common. Price— 
$7.37. Business—Operation of supermarkets. Preceeds-— 
For selling stockholders. Office—5701 N. W. 35th Ave., 
Miami, Fla. Underwriter—Floyd D. Cerf Jr., Co., Inc., 
Chicago. 

Stokliey-Van Camp, Inc. (2/5-9) 
Nov. 29, 1961 filed $15,000,000 of convertible subordi- 
nated debentures due 1982 to be offered by the com- 
pany, and 100,000 common shares by a stockholder. 
Price — By amendment. Business — Processing and dis- 
tributing of various canned and frozen food products. 
Proceeds—For debt repayment and working capital. Of- 
fice—941 N. Meridian St., Indianapolis. Underwriter— 
Reynolds & Co., Inc., N. Y. 

ee Scientific & Internationa! Corp. 

(1/2-5) 

Oct. 23, 1961 filed 150,000 class A common. Price—By 
amendment. Business—Company was recently formed 
by Struthers Wells Corp., to take over latter’s recent de- 
velopments in saline water conversion and certain man- 
ufacturing, international engineering and sales activities. 
Proceeds—For general corporate purpose. Office—111 W. 
50th St., N. Y. Underwriter—Hirsch & Co. Inc., N. Y. 

Sun City Dairy Products, Inc. 
Oct. 27, 1961 filed 120,000 common, Price—$5. Business 
—Distribution of eggs and dairy products in Florida and 
other southeastern states. Proceeds—General corporate 
purposes. Office—3601 N. W. 50th St., Miami, Fla. Un- 
derwriter—Seymour Blauner Co., N. Y. 

Sunset Industries, Inc. 
Nov. 24, 1961 (“Reg. A”) 75,000 common. Price—$3.75. 
Business—-Wholesale and retail sale of builders’ sup- 
plies, Proceeds—For general corporate purposes. Office 
—1029 Sunset Blvd., Los Angeles. Underwriter—Costello, 
Russotto & Co., Los Angeles. 


© Super Valu Stores, inc. (1/3) 
Oct. 11. 1961 filed 115,000 common. Price—By amend- 
ment. Business — Distributes food and related products 
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to franchised retail stores. Proceeds — Debt repay- 
ment, inventories, expansion and other corporate pur- 
poses. Office — 101 vetterson Ave., Hopkins, Minn. 


Underwriters—White, Weld & Co., Inc., N. Y. and J. M. 
Dain & Co., Inc., Minneapolis. 


® Susan Crane Packaging, Inc. (1/4) 

Aug. 28, 1961 filed 150,060 common. Price—$10. Business 
—The manufacture of gift wrap, packaging materials 
and greeting cards. Proceeds—For repayment of loans, 
expansion, working capital and general corporate pur- 
poses, Office—8107 Chancellor Row, Dallas. Underwriter 
—C. E. Unterberg, Towbin Co., N. Y. Note—This state- 
ment has become effective. 


® Swift Homes, Inc. (1/2-5) 
Sept. 15, 1961 filed 240,000 common, of which 80,000 
will be sold by the company and 160,000 by stockhold- 
ers. Price—By amendment. Business—The manufacture, 
sale and financing of factory-built homes. Proceeds—To 
expand credit sales and open new sales offices. Address 
—1 Chicago Ave., Elizabeth, Pa, Underwriter—Eastman 
Dillon, Union Securities & Co., N. Y. 
*% Taylor Publishing Co. 
Dec. 21, 1961 filed 152,600 common. Price—By amend- 
ment. Business Production and distribution of school 
year-books and commercial printing. Proceeds—For sell- 
ing stockholders, Office—-6320 Denton Dr., Dallas. Un- 
derwriter—Dallas Ripe & Son, Inc., Dallas, Tex. 

Technibiit Corp. (2/19-21) 
Nov. 28, 1961 filed 150,000 common. Price—$4, Business 
—Manufacture of shopping carts and related products. 
Proceeds—For debt repayment, equipment and working 
capital. Office—905 Air Way, Glendale, Calif. Under- 
writer—Frank Karasik & Co., N. Y. 

Technical Animations, Inc. 
Nov. 30, 1961 filed $211,400 of 7% conv. subord. deben- 
tures due 1972 (with warrants) to be offered for sub- 
scription by holders of class A and class B common at 
the rate of $100 of debentures for each 280 shares held. 
Price—$100 per unit ($100 of debentures and one war- 
rant to purchase 14 class A shares). Business—Design 
and manufacture of animated transparencies and other 
technical training aids and displays. Proceeds—For debt 
repayment, expansion, research, and working capital. 
Office—11 Sintsink Dr., East Port Washington, N. Y. 
Underwriters—Bull & Low; John R. Maher Associates; 
and R. Topik & Co., Inc., N. Y. 

Tec-Torch Co., Inc. (2/5-9) 
Nov. 28, 1961 filed 100,000 common. Price—$3.25. Busi- 
ness — Design and manufacture, of inert gas welding 
equipment. Proceeds—For debt repayment, expansion 
and working capital. Office—153 Union Ave., East Ruth- 
erford, N: J. Underwriter—Scott, Harvey & Co., Inc., 
Fairlawn, N. J. 

Tel-A-Sign, Inc. 
Oct. 30, 1961 filed $900,000 of convertible subordinated 
debentures due 1974 and 180.000 common to be offered 
in units consisting of $100 of debentures and 20 common. 
Price—By amendment. Business Manufactures illu- 
minated and non-illuminated signs and other advertis- 


ing material. Proceeds — For debt repayment and 
working capital. Office — 3401 W. 47th St., Chicago. 


Underwriter—Clayton Securities Corp., Boston. 
è Tele-Ccommunications Corp (1 8) 
Sept. 29, 1961 (“Reg. A’’) 100,000 class A common. Price 
—$3. Proceeds—For debt repayment, advertising, re- 
search and development, plant improvement and work- 
ing capital. Office—41 E. 42nd St., N. Y. Underwriter— 
Edward Lewis Co., Inc., N. Y. 

Texas Electro-Dyramic Capital, Inc. 
Oct. 16, 1961 filed 250,000 common. Price—By amend- 
ment. Business—A small business investment company. 
Proceeds—General corporate purposes. Office—1947 W. 
Gray Ave., Houston. Underwriter—-Moroney, Beissner 
& Co., Inc., Houston. 


Texas Power & Light Co. (1/23) 

Dec. 13, 1961 filed $10,000.00 of sinking fund debentures 
due 1987. Proceeds—For debt repayment and construc- 
tion. Office — 1511 Bryan St., Dallas. Underwriters— 
(Competitive). Probable bidders: Halsey, Stuart & Co. 
Inc.; Kuhn, Loeb & Co.-Blyth & Co., Inc.-Kidder, Pea- 
body & Co.-Merrill Lynch, Pierce, Fenner & Smith Inc. 
(jointly); Lehman Brothers; White, Weld & Co.; First 
Boston Corp.: Eastman Dillon, Union Securities & Co.- 
Salomon Brothers & Hutzler (jointly). Bids—Expected 
Jan. 23, 1962 at 11:30 a.m 

Texas Tennessee Industries, Inc. (1/29-2/2) 
Oct. 26, 1961 filed 175,000 common, of which 150,000 
shares are to be offered by the company and 25,000 by 
stockholders. Price—By amendment. Business—Manu- 
facture of water coolers, water cans and portable hot 
beverage dispensers. Proceeds—For debt repayment 
and general corporate purposes. Office—6502 Rusk Ave., 
Houston. Underwriter — S. D. Fuller & Co., N. Y. 

* Thompson Manufacturing Co., Inc. 

Dec. 22, 1961 filed 90,000 common, of which 80,000 shares 
are to be offered by the company and 10,000 by stock- 
holders. Price—$4; Business—Design and manufacture 
cf special machinery for bowling alleys and related 
equipment. Preceeds»—-For debt repayment and general 
corporate purposes. ffice—Canal St., Lancaster, Pa. 
Underwriter—Packer-Wilbur Co., Inc., N. Y. 

Tidewater Lumber Co. 
Oct. 23, 1961 filed 200,000%common. Price—-$5. Business 
—Wholesale lumber compahy, Proceeds—For debt re- 
payment and working capitat, Office —- 1600 Hillside 
Ave., New Hyde Park, N. Y. Underwriter- -Rubin, Ren- 
nert & Co., Inc., N. Y. 


@® Tokyo Shibaura Electric Co., Ltd. (“Toshiba”) 
(1/29-2/2) 

Dec. 5, 1961 filed 30,000,000 common to be offered for 

public sale in the U. S., in the form of 600,000 American 


Depositary Shares, each representing 50 cominon shares 
of the company. Price—By amendment. Business—Manu- 
factures a broad line of electrical and electronic equip- 
ment including home appliances, radio and TV, heavy 
duty equipment, tubes and semi-conductors, Proceeds— 
For the account of a subsidiary. Office—Tokyo, Japan. 
Underwriters—Smith, Barney & Co., and the Nomura Se- 
curities Co. Ltd., N. Y. 

Tokyo Shibaura Electric Co., Ltd. (‘‘Toshiba’’) 
Dec. 8. 1961 filed 50,000,000 common shares to be of- 
fered to stockholders on the basis of one new share 
for each two held of record Dec. 30. Price—$0.125. Busi- 
ness—Manufactures a broad line of electrical and elec- 
tronic equipment. Proceeds For expansion. Office— 
Tokyo, Japan. Underwriters—None. 

Tonka Toys, Inc. 

Dec. 8, 1961 (‘“Reg. A”) 6,450 common. Price 3y 
amendment. Business—Design and manufacture of toys. 
Proceeds—For the selling stockholders. Address—Mound, 
Minn. Underwriter—Bache & Co., N. Y. 

Tri-State Displays, Inc. 

July 24, 1961 (“Reg. A’) 200,000 common . Price—$1.15. 
Proceeds—For working capital. Office—-1221 Glenwood 
Ave., Minneapolis. Underwriter—Continental Securities, 
Inc., Minneapolis. 

Tork Time Controls, Inc. (2/26-3/2) 

Dec. 12, 1961 filed 150,000 common. Price 3y amend- 
ment. Business—Design and manufacture of time con- 
trolled switches. Proceeds—For debt repayment, expan- 
sion, and working capitai. Office—1 Grove St., Mount 
Vernon, N. Y. Underwriters—Godfrey, Hamilton, Taylor 
& Co., and Magnus & Co., N. Y. 

Yrans-Alaska Telephone Co. 

Nov. 29, 1861 filed 265,000 common, of which 250,000 are 
to be offered by the company and 15,000 by a stock- 
holder. Price—S$6. Proceeds—For construction, and ac- 
quisition, repayment of debt, and other corporate pur- 
poses. Office—110 E. 6th Ave., Anchorage, Alaska. Un- 
derwriter—-Milton D. Blauner & Co., Inc., N. Y. 

Transdata, inc. 

Nov. 29. 1861 filed 100,000 common. Price—$5. Business 

Research and development in the data and image 
processing and transmission field. Proceeds—For debt 
repayment and other corporate purpoces. Office —1000 
N. Johnson Ave., El Cajon, Calif. Underwriter—-N. C. 
Roberts & Co., Inc., San Diego. 

Trans-Pacific Research & Capital, Inc. 

Nov. 27, 1961 filed 47,000 common. Price—By amend- 
ment: Business — Manufacture of high pressure valves 
and accessories. Proceeds—For expansion, working cap- 
ital, and possible acquisitions. Office Pacific National 
Bank Bldg., Bellevue, Wash. Underwriter—Hill, Dar- 
lington & Grimm, N. Y. Offering—In February. 

Tri-Point Industries, Inc. (1/10) 

Sept. 28, 1961 filed 160,000 common, of which 80,000 
are to be offered by the company and 80,000 shares by 
stockholders, Price—By amendment. Business—Manu- 
facture of precision, plastic components. Proceeds—-For 
repayment of loans, advertising, equipment and work- 
ing capital. Office—175 I. U. Willets Rd.. Albertson, L. I., 
N. Y. Underwriter—Hill, Darlington & Grimm, N. Y. 

Trio-Tech, Inc. (1/8-12) 

Oct. 6, 1961 (“Reg. A”) 100,000 common. Price—S$2. 
Business—Manufacture of Electronic Parts and Equip- 
ment. Proceeds—For debt repayment, machinery, new 
products, leasehold imvrovements and working capital. 
Office—3410 W. Cohasset St., Burbank, Calif. Under- 
writer—Ezra Kureen Co., N. Y. 

Tripoli Co., Inc. (1/8-12) 

Oct. 20, 1961 (“Reg. A”) 60,000 common. Price — $5. 
Business —- Manufacture of a wide variety of cosmetics. 
Proceeds—-For equipment, inventory and working cap- 
ital, Office—1215 Walnut St., Philadelphia. Underwriter 
—D. L. Greenbaum & Co., Philadelphia. 

Triton Electronics, Inc. 

Sept. 26, 1961 filed 108,000 common, of which 76,500 will 
be offered by the company and 31,500 by stockholders. 
Price—$4.50. Business—Manufacture of magnetic record- 
ing tape and metallic yarns. Proceeds—For research and 
development, advertising, and working capital. Office 

-62-05 30th Ave., Woodside, N. Y. Underwriter—To be 
named. 

* Trygon Electronics Inc. 

Dec. 22, 1961 filed 100,000 common, of which 52,000 are 
to be offered by the company and 48,000 by stockhold- 
ers, Price—$6. Busines:—Design, manufacture and sale 
of power supplies. Proceeds—For det repayment and 
working capital. Office—111 Pleasant Ave., Roosevelt, 
L. I., N. Y. Underwriter—-William, David & Motti, Inc., 
N. Y. 

® Turbodyne Corp. 

May 10, 1961 filed 127,500 shares of common stock. Price 
—-$5 per share. Business — The research, development, 
manufacturing and marketing of space and rocket en- 
gines, and related activities. Proceeds—For research and 
development, and working capital. Office—1346 Con- 
necticut Ave., N. W., Washington. D. C. Underwriter— 
Sandkuhl & Co., Inc.. Newark. N. J., and N. Y. C. Offer- 
ing--Expected somerime in March. 

Turner Engineering & Automation Corp: 

(1/15-19) 
Sept. 27, 1961 (“Reg. A”) 75.000 common. Price—$4. 
Business—Manufactures electronic devices and com- 
ponents. Office—209 Glenside Ave., Wyncote, Pa. Un- 
derwriter Valley Forge Securities Co., Inc., Phila. 


Twentieth Centurv Capital Corp. 
Nov. 24, 1961 filed 250,000 common. Price—By amend- 
ment, Business—-A small business investment company. 
Proceeds—-For general corporate purposes, Offiee—-134 
S. La Salle St., Chicago. Underwriter—Bacon, Whipple 
& Co., Chicago. 
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* 21 Brands, inc. 
Dec. 22, 1961 filed 800,000 common, of which 550.000 
are to be offered by the company and 250,000 by stock- 
holders. Price—By amendment. Business—Distribution 
of imported and American wines and whiskies. Proceeds 
-For debt repayment, expansion and working capital. 
Office—23 W. 52nd St., N. Y. Underwriters—A_ C. Allvn 
& Co., Chicago and Hornblower & Weeks, N. Y. ` 
@ Tyson Metal Products, Inc. (1/15-19) 
Oct. 26, 1961 filed 70,000 common, of which 21,000 shares 
are to be offered by the company and 49,000 by stock- 
holders. Price—By amendment. Business—Manufacture 
of food and beverage service equipment. Proceeds— 
For working caiptal. Office—6815 Hamilton Ave., Pitts- 
burgh, Underwriter — Arthurs, Lestrange & Co., Pitts- 
burgh. 
@ Ultra Plastics Inc. (1/29-2/2) 
Sept. 19, 1961 filed 150,000 class A common. Price—$4. 
Business—The manufacture of outdoor plastic signs and 
urethane foam. Proceeds—For equipment, repayment of 
debt, inventory, additional personnel, advertising and 
Underwriter—Amos Treat & Co., N. Y. 


Uneeda Vending Service, Inc. 
Dec. 14, 1961 (“Reg. A”) 73,500 common. Price — $3. 
Business — Purchase oi new and used coin-operated 
vending and recreationa! machines, Proceeds—For gen- 
eral corporate purposes. Office—166 Clymer St., Brook- 
lyn, N. Y. Underwriter—Capital Consultants Corp., N. Y. 

Union Title Co. (1/9-12) 

Aug. 28, 1961 filed 150,000 capital shares. Price—$7.50. 
Business—The insuring of real estate titles. Proceeds— 
For working capital and expansion. Office—222 N. Cen- 
tral Ave., Phoenix. Underwriter—None. 

® Union Trust Life Insurance Co. (1/9-12) 

Sept. 25, 1961 filed 300,000 common. Price—8y amend- 
ment. Business—Sale of life, and health and accident in- 
surance. Proceeds — For investment. Office — 611 N. 
Broadway St., Milwaukee. Underwriters—None. Note 
This statement has become effective. 

è Unison Electronics Corp. 

Nov. 27, 1961 filed 250,000 common. Price—$2.50. Busi- 
ness—Manufacture of high-precision instrument compo- 
nents for missile and aircraft guidance systems. Proceeds 
—For general corporate purposes. Office—Grand Haven, 
Mich. Underwriter—Strathmore Securities, Inc., Pitts- 
burgh, Pa. Note—This registration was withdrawn. 

® United Aero Products Corp. (1/22-26) 

Sept. 28, 1961 filed $600,000 of 6% conv. subord.: deben- 
tures due 1971. Price—At par. Business—Manufacture of 
precision machined parts for the aircraft, missile, elec- 
tronics and nuclear industries. Proceeds—Debt repay- 
ment, research and development, expansion and working 
capital. Office—Columbus Rd., Burlington, N. J. Under- 
writers—Hess, Grant & Remington, Inc., Philadelphia 
and Arthurs, Lestrange & Co., Pittsburgh. 

United Investors Life Insurance Co. 

Dec. 15, 1961 filed 562,500 common, of which 472,100 
shares are to be offered for subscription by stockholders 
of Waddell & Reed, Inc., parent, on the basis of one 
United share for each two Waddell shares held. The 
remaining 90,400 shares will be offered to certain per- 
sons associated with the parent company or its sub- 
sidiaries. Price—By amendment. Business—A legal re- 
serve life insurance company. Preceeds—For the account 
of Waddell & Reed. Office—20 W. 9th St., Kansas City, 
Mo. Underwriter—Kidder, Peabody & Co., N. Y. 

United Packaging Co., Inc. (2/26-3/2) 

Nov. 29, 1961 filed 102,000 common, Price—$3, Business 

A general packaging business. Proceeds For new 
machinery, debt repayment and working capital. Office 

4511 Wayne Ave., Philadelphia. Underwriter—God- 
frey, Hamilton, Taylor & Co., Inc., N. Y. 

United Scientific Laboratories, Inc. (1/16) 

Aug. 18, 1961 filed 360,000 common shares. Price—$2. 
Business—The manufacture of high fidelity stereo tuners 
and amplifiers and amateur radio transceivers. Proceeds 
—For repayment of debt, increase in sales personnel, 
tooling and production and working capital. Office— 
35-15 37th Ave., Long Island City, N. Y. Underwriter— 
Fred F. Sessler Co., Inc., N. Y. 
è U. S. Controls, Inc. (1/22-26) ‘ 
Sept. 28, 1961 filed 120,000 common, Price—$2.25. Busi- 
ness—The manufacture of automatic control systems. 
Proceeds—For repayment of debt, a sales and advertis- 
ing program, research and development, equipment and 
working capital. Office — 410 Fourth Ave., Brooklyn. 
Underwriter—N. A. Hart & Co., Bayside, N. Y. 


® United States Crown Corp. (1/8-12) i 
Aug. 22, 1961 filed 150,000 common. Price—$8. Business 
-—The manufacture of specialized bottle caps. Proceeds— 
For equipment, working capital and general corporate 
purposes. Office—437 Boulevard, East Paterson, N. J. 
Underwriter—Adams & Peck, N. Y. (mgr.) 

U. S. Electronic Publications, Inc. à 
Sept. 26, 1961 (“Reg. A”) 100,000 common. Price—$3. 
Business—Publishing of military and industrial hand- 
books. Proceeds—Debt repayment, expansion and work- 
ing capital. Office—480 Lexington Ave., N. Y. Under- 
writer—Douglas Enterprises, 8856 18th Ave., Brooklyn. 
* U. S. Realty Investments ea ile 
Dec, 21, 1961 filed 600,000 shares of beneficial interests. 
Price—By amendment. Business—A real estate invest- 
ment trust. Proceeds — For general corporate purposes. 
Office—720 Euclid Ave., Cleveland. Underwriter—Horn- 
blower & Weeks, N. Y. 


© United Variable Annuities Fund, Inc. ] 

April 11, 1961 filed 2.500,000 shares of stock. Price—$10 
per share. Business—A new mutual fund. Proceeds—For 
investment. Office—20 W. 9th Street, Kansas City, Mo 
Underwriter—Waddell & Reed, Inc., Kansas City, Mo. 
Offering—Expected ir, eerly March. 
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Univend Corp. (1/8-12) 
Sept. 29, 1961 (“Reg. A”) 115,000 common. Price—$2.50. 
Business—Operates coin-vending machines for food and 
drink. Proceeds — For expansion and working capital. 
Office—28 O’Brien Place, Broklyn, N. Y. Underwriter 
—Ezra Kureen Co., N. Y. 


Universal Electronics Laboratories Corp. 

Sept. 28, 1961 filed 90,250 common, of which 76,250 will 
be sold by the company and 14,000 by stockholders. Price 
—By amendment. Business—Design, development and 
production of teaching machines. Proceeds—For produc- 
tion expenses, advertising, marketing etc. Office—510 
Hudson St., Hackensack, N. J. Underwriters—To be 
named. 


è Universal Lighting Products, Inc. 
Sept. 21, 1961 filed 175,000 common. Price—$1. Business 
—Manufacturer of lighting fixtures and display and 
merchandising equipment for use in gasoline service 
stations. Proceeds — Repayment of debt and working 
capital. Office—55 Bergenline Ave., Westwood, N. J. 
Underwriter—Globus, Inc., N. Y. Offering—Sometime in 
February. 

Universai Waterproofing Corp. 
Nov. 17, 1961 (“Reg. A”) 60,000 common. Price — $3. 
Business—A pplication of water-proofing materials, re- 
medial work to buildings. Proceeds—For working cap- 
ital. Office—613 E. 12th St., N. Y. Underwriter—Profes- 
sional & Executive Planning Corp., Long Beach, N. Y., 
and E. J. Roberts & Co., East Orange, N. J. 

Uropa International, Inc. (1/8-12) 
Sept. 28, 1961 filed 120,000 common. Price—$2.50. Busi- 
ness—Importing of compact appliances and stereophonic 
radio and phonograph consoles. Proceeds—For working 
capital. Office—16 W. 32nd St., N. Y. Underwriter— 
Dean Samitas & Co., N. Y. 

U-Tell Corp. (1/8-12) 
Sept. 18, 1961 (“Reg. A”) 31,097 common. Price—$5. 
Business — Operation of a discount department store. 
Office—3629 N. Teutonia Ave., Milwaukee, Wis. Under- 
writer—Continental Securities Corp., Milwaukee, Wis. 
@ Va!l-U Homes Corp. of Delaware (1/15-19) 
Aug. 28, 1961 filed 100,000 common. Price—$5. Business 
—The manufacture of prefabricated buildings and shell 
homes. Proceeds—For working capital. Office—765 Riv- 
er St., Paterson, N. J. Underwriter—To be named. 
* Valle’s Steak House 
Dec. 22, 1961 filed 78,812 common, of which 55,736 are to 
be oftered by the company and 23,076 shares by a stock- 
helder. Price—By amendment. Business—The opera- 
tion of four restaurants in Maine and Mass. Proceeds- 
For expansion, debt repayment and general corporate 
purposes. Office—646 Forest Ave., Portland, Maine. Un- 
derwriters—H. M. Payson & Co., Portland, and R. W. 
Pressprich & Co., N. Y. 
@ Vailey Metaliurgical Processing Co. (1/22-26) 
Oct. 23, 1961 filed 70,000 common. Price—By amend- 
ment. Business—Production of metal powders for the 
rocket, munitions and pyrotechnics industries. Proceeds 
—For debt repayment and general corporate purposes. 
Office—Essex, Conn. Underwriter—McDonnell & Co. 
Ine. N. F. 


Van Der Hout Associates Ltd. 
Nov. 29, 1961 filed 100,000 common. Price—By amend- 
ment. Business—National distributor of automotive parts 
in Canada. Proceeds—For selling stockholders. Office— 
1480 Lake Shore Rd., Toronto. Underwriter—Rosmar 
Corp., Ltd., Toronto. 


Van-Pak, Inc. (1/22-26) 
Sept. 15, 1961 filed 140,000 common, Price—$15. Business 
—A nation-wide and overseas non-regulated freight for- 
warder engaged in the forwarding of household goods. 
Proceeds—To repay debt, purchase metal containers, and 
increase working capital. Office — 542 Insurance Ex- 
change Bldg., Des Moines, Iowa, Underwriter—Hodgdon 
& Co., Inc., Washington, D. C. 


Varicraft Industries, Inc. (1/3-5) 
Nov. 7, 1961 (“Reg. A’) 120,000 common. Price—$2.25. 
Business—Custom design and manufacture of furniture. 
Preceeds—For debt repayment and working capital. Of- 
fice—45th St. and Crescent Blvd., Pennsauken, N. J. 
Underwriter—Mayo & Co., Inc., Philadelphia. 


® Vending International, Inc. 

Nov. 30, 1961 (“Reg. A’) 70,588 common. Price—$4.25. 
Business — Automatic vending of food, beverages and 
cigarettes. Proceeds—For debt repayment, equipment 
and foreign expansion. Office—436 Fourth Ave., Mans- 
field, O. Underwriter—-H.P.Black & Co., Washington, D.C. 
Offering—Imminent. 


Vendotronics Corp. 

Sept. 1, 1961 (“Reg. A’) 150,000 common. Price—$2. 
Business—The manufacture of automatic popcorn vend- 
ing machines. Proceeds—For repayment of loans, adver- 
tising, inventory, working capital and general corporate 
purposes. Office—572 Merrick Rd., Lynbrook. N. Y. 
Underwriter—B. G. Harris & Co., Inc., N. Y. Offering 
Imminent. 


Venus Drug Distributors, Inc. 

Oct. 2, 1961 filed 168,000 common, of which 120,000 are 
to be sold by the company and 48,000 by stockholders. 
Price—$5. Business—Wholesale distribution of cosmet- 
ics. Proceeds—For new product development, advertis- 
ing and working capital. Office — 4206 W. Jefferson 
Blvd., Los Angeles, Calif. Underwriter—Garat & Polo- 
nitza, Inc., Los Angeles. 


è Vic Tanny Enterprises, Inc. (1/15) 

May 11, 1961 filed 200,000 shares of class A common 
to be sold by Mr. Vic Tanny, a stockholder, who will 
use proceeds to repay debt to company. Price—$6.25. 
Business—The operation of a national chain of gymna- 
siums and health centers for men and women. Office— 
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375 Park Ave., N. Y. Underwriters—Globus. Inc.. and 
Ross, Lyon & Co., Inc., N. Y. À 

Virginia Dare Stores Corp. (1/2-5) 
Oct. 27, 1961 filed 154,000 common, of which 100.000 
shares are to be offered by the company and 54,000 
shares by stockholders. Price—By amendment. Busi- 
ness—Operation of stores selling women’s, misses and 
children’s apparel. Proceeds—For working capital. Of- 
fice—111 Eighth Ave, N. Y. Underwriter—Lehman 
Brothers, N. Y. 
* Visual Arts Industries, Inc. 
Dec. 26, 1961 filed 95,000 common. Price—$2. Business 
-Design, assembly, production and sale of creative arts. 
crafts, hobbies and educational toys. Proceeds—For debt 
repayment. Offiee—68 Thirty-third St.. Brooklyn, N. Y 
Underwriters—Ross, Lyon & Co., and Globus, Inc.. N. Y 

Vitamin Specialties Co. (1/29-12/2) 
Nov. 6, 1961 (“Reg. A”) 100.000 capital. shares. Price—$3. 
Business — Sale of vitamin products and proprietary 
drugs. Proceeds—For debt repayment and working cap- 
ital. Office—3610-14 N. 15th St., Philadelphia. Under- 
writer—Woodcock, Moyer, Fricke & French, Inc.. Phil- 
adelphia. 

Voldale, Inc. (1/8-12) 
Oct. 20, 1961 (“Reg. A”) 54,000 common. Price—$4.25. 
Business—Acquisition and development of new patents. 
Proceeds—For debt repayment and working capital, Of- 
fice—35-10 Astoria Blvd., Long Island City, N. Y. Un- 
derwriter—Peters, Writer & Christensen, Inc., Denver. 

Volume Distributors, Inc. 
Nov. 24, 1961 filed 90,000 common. Price—By amend- 
ment. Business—Operation of a self-service family shoe 
store chain and shoe departments in discount depart- 
ment stores. Proceeds—For debt repayment and other 
corporate purposes. Office—-115 W. Crane St., Topeka, 
Kan. Underwriter—Stern Brothers & Co., Kansas City, 
Mo. 

Vornado, Inc. (2/5-9) 
Dec. 7, 1961 filed $5,500,000 of convertible subordinated 
debentures due 1982, to be offered to common stock- 
holders at the rate of $100 of debentures for each 25 
shares held. Price—By amendment. Business—Operates 
a chain of retail “discount” stores and manufactures 
electric appliances. Proceeds—-For expansion. Office 
174 Passaic St., Garfield, N. J. Underwriter—-Bache & 
Co, N Y. 


® Voron Electronics Corp. (1 15-19) 

July 28, 1961 filed 100,000 class A shares. Price — $3. 
Business—The manufacture of electronic test equipment, 
the sale, installation and servicing of industrial and 
commercial communications equipment and the furnish- 
ing of background music. Proceeds—For tooling, pro- 
duction, engineering, inventory and sales promotion of 
its products and for working capital. Office 1230 E 
Mermaid Lane, Wyndmoor, Pa. Underwriters — John 
Joshua & Co., Inc., and Reuben Rose & Co., New York. 

Walston Aviation, Inc. 

Oct. 30, 1961 filed 90,000 common, of which 60,000 are to 
be offered by the company and 30,000 by a stockholder. 
Price—$6.25. Business—Sells Cessna Airplanes and sup- 
plies; also repairs and services various type airplanes. 
Proceeds — For expansion and general corporate pur- 
poses. Office—Civic Memorial Airport, E. Alton, Ill. 
Underwriter—White & Co., Inc., St. Louis. 

® Waterman Steamship Corp. 

Aug. 29, 1961 filed 1,743,000 common. Price—By amend- 
ment. Business— The carrying of liner-type cargoes. 
Proceeds—For the purchase of vessels, and working cap- 
ital. Office—71 Saint Joseph St., Mobile, Ala. Under- 
writer—Shields & Co. Inc., N. Y. (mgr.). Offering—Ex- 
pected sometime in March. 

Weiss Bros. Stores, Inc. (1/15-19) 

Oct. 27, 1961 filed 140,000 class A shares, of which 25,- 
000 are to be offered by the company and 115,000 by 
stockhoiders, Pricee—By amendment. Business—Operates 
12 women’s apparel stores and sells men’s and women’s 
apparel in leased departments of other specialty stores. 
Proceeds—For debt repayment. Office —1 W. 39th St., 
N. Y. Underwriter — Francis I. duPont & Co., N. Y. 

West Coast Bowling Corp. 

May 26, 1961 filed 100,000 common. Price—$5. Busi- 
ness—The company plans to acquire and operate bowling 
centers primarily in California. Proceeds—For general 
corporate purposes. Office—3300 West Olive Avenue, 
Burbank, Calif. Underwriter—Hill Richards & Co. Inc., 
Los Angeles (mgr.). Offering—Imminent. 

West Coast Telephone Co. (1/15-19) 

Dec. 11, 1961 filed 110,000 common. Price—By amend- 
ment. Proceeds—For debt repayment and construction 
Office—1714 California St., Everett, Wash. Underwriter 
—Blyth & Co., Inc., N. Y. 

West Falis Shopping Center Limited Partnership 
Nov. 14, 1961 filed $444,000 of limited partnership inter- 
ests to be offered in 444 units. Price—$1,000. Business— 
Development of a shopping center at Falls Church, Va. 
Proceeds—For general corporate purposes. Office—1411 
K St., N. W., Washington, D. C. Underwriter—Hodgdon 
& Co., Inc., Washington, D. C. Offering—In February. 


Westates Land Development Corp. (2/5-9) 
Sept. 28, 1961 filed $1,500,000 of 7% convertible subord. 
debentures due 1976 and 300,000 common shares to be 
offered in units, each consisting of $100 of debentures 
and 20 common shares. Price—$200 per unit. Business— 
General real estate, Proceeds—For debt repayment and 
working capital. Office — 9412 Wilshire Blvd., Beverly 
Hills, Calif. Underwriter—Morris Cohon & Co., N. Y. 


Western California Telephone Co. (2/15) 
Dec. 18, 1961 filed 84,000 common to be offered for sub- 
scription by preferred ard common stockholders of rec- 
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ord Feb. 15, on the basis of one right for each common 
share held and two-fifths of a right for each preferred 
share held. Two rights will be required to purchase one 
new share. Price—By amendment. Preceeds—For con- 
struction. Office — 15909 San Jose-Los Gatos Rd., Los 
Gatos, Calif. Underwriter—Dean Witter & Co., San Fran- 
cisco. 

Western Land Corp. 
Oct. 24, 1961 filed 400,000 common. Price—$2.25. Busi- 
ness—Acquisition, construction and leasing of shopping 
centers. Proceeds—For general corporate purposes. Of- 
fice—2205 First National Bank Bldg.,, Minneapolis. Un- 
derwriter—None. 

Western Semiconductors, Inc. (1/8-12) 
Sept. 20, 1961 (“Reg. A”) 100,000 capital shares. Price— 
$3. Business—Manufacture of semi-conductors for com- 
mercial and military use. Office—605-G Alton St., Santa 
Ana, Calif. Underwriter—Currier & Carlsen, Inc., San 
Diego, Calif. 

Western States Real Investment Trust 
Nov. 13, 1961 filed 32,000 shares of beneficial interest. 
Price—$6.25. Business—A small business investment 
company. Proceeds—For investment. Office—403 
Ursula St., Aurora, Colo. Underwriter—Westco Corp., 
Aurora, Colo. 


Westiand Capital Corp. (1/15-19) 
Sept. 21, 1961 filed 985,500 common. Price—$11. Business 
—A small business investment company. Proceeds—For 
Working capital. Office—9229 Sunset Blvd., Los Angeles, 
Calif. Underwriter—Bear, Stearns & Co., N. Y. 

White Electromagnetics, Inc. 
Oct. 5, 1961 filed 65,000 common. Price—$3.75. Business 
—Rendering of consulting services pertaining to elec- 
tronic system analysis. Proceeds—For expansion, pub- 
lication of technical papers, marketing, product develop- 
ment and working capital. Office—4903 Auburn Ave., 
Bethesda, Md. Underwriter—Weil & Co., Inc., Washing- 
ton, D. C. 


Wiatt (Norman) Co. (1/8-12) 

Nov. 28, 1961 filed 135,000 common, of which 45,000 
shares are to be offered by the company and 90,000 by 
stockholders. Price—By amendment. Business—Design 
and manufacture of ladies’ dresses. Proceeds—For gen- 
eral corporate purposes. Office—124 E, Olympic Blvd., 
Los Angeles. Underwriters—Schwabacher & Co., and J. 
Barth & Co., San Francisco; and Bear, Stearns & Co., 
N. Y. 


‚Widmann (L. F.), Inc. (1/22-26) 
Oct. 27, 1961 filed 162,000 common, of which 102,000 are 
to be offered by the company and 60,000 by stock- 
holders. Price—$3. Business—Operates a chain of retail 
drug stores. Proceeds—Expansion, equipment and work- 
ing capital. Office—738 Bellefonte Ave., Lock Haven, Pa. 
Underwriter—-Godfrey, Hamilton, Taylor & Co., N. Y- 


è Wiggins Plastics, Inc. 

Oct. 20, 1961 (“Reg. A”) 100,000 common. Price—$3. 
Business—Custom compression, transfer and injection 
molding of plastic materials. Proeeeds—For debt re- 
payment and general co te purposes. Office—180 
Kingsland Rd., Clifton, N. J. Underwriter—Investment 
Planning Group, Inc., East Orange, N. J. Offering—Ex- 
pected in mid-February. 


® Winchell Donut House, Inc. (1/8-12) 

Sept. 26, 1961 filed 90,000 common. Price—By amend- 

ment. Business — Sale of doughnut mixes to franchised 

operators of doughnut shops leased from the company. 

Proceeds—For the selling stockholder. Office—1140 W. 

So ans eens, Calif. Underwriter—McDonnell & 
o. ine. N. Y. 


è Windsor (Kay), Inc. (1/8-12) 

Sept. 28, 1961 filed 200,000 class A common. Price—By 
amendment, Business—Manufacture and sale of women’s 
dresses. Proceeds—For a selling stockholder. Office— 
Deane St., New Bedford, Mass. Underwriter—Lee Hig- 
ginson Corp., N.Y. 


Windsor Texprint, Inc. 
Aug. 25, 1961 filed 265,000 common, of which 250,000 are 
to be offered by the company and 15,000 by stockholders, 
Price—-$2. Business—The printing of towels and other 
textile products. Proceeds—For repayment of loans. 
Office—2357 S. Michigan Ave., Chicago. Underwriter— 
D. E, Liederman & Co., Inc., N. Y. Offering—In Feb. 


World Scope Publishers, Inc. (1/9-12) 
July 31, 1961 filed 300,000 common shares. Price—By 
amendment. Business—The publishing of encyclopedias 
and other reference books. Proceeds—For repayment of 
debt, working capital and general corporate purposes. 
Office—290 Broadway, Lynbrook, N. Y. Underwriter— 
Standard Securities Corp., N. Y. 


World Toy House, Inc. (2/5-9) 
Nov. 24, 1961 filed 150,000 common. Price—By amend- 
ment. Business—A manufacturers’ broker specializing in 
the sale of toys, hobby gocds and related items. Proceeds 
—For general corporate purposes. Office—408 St. Peter 
St., St. Paul, Minn. Underwriter—Laren Co., N. Y. 


® Worldwide Fund Ltd. (1/29-2/2) i 

Sept. 19, 1961 filed 100,000 common. Price—$100. Busi- 
ness—The Fund plans to invest primarily in equity se- 
curities of foreign issuers, Office—Bank of Bermuda 

ae Danion, Bermuda. Underwriter — Burnham & 
o., N. Y. 


Writing Toys Corp. 
Nov. 8, 1961 (“Reg. A”) 65,650 common. Price — $3.25. 
Business—Design and assembly of toys. Preceeds—For 
equipment and working capital. Office — 354 Griggs- 
Midway Bldg., St. Paul, Minn. Underwriter—Pewters, 
Donnelly & Jansen, Inc., St. Paul. 
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Wulpa Parking Systems, Inc. (2/5-9) 
Oct. 13, 1961 (“Reg. A”) 75,000 common. Price—$4. 
Business—Company plans to manufacture a parking de- 
vice called the “Wulpa Lift.” Proceeds—To open loca- 
tions and increase working capital. Office—370 Seventh 
Ave., N. Y. Underwriter—Ehrlich, Irwin & Co., Inc., N. Y. 


Wynlit Pharmaceuticals, Inc. 
Nov. 27, 1961 filed 150,000 common. Price—By amend- 
ment. Business—Manufacture and distribution of ethical 
drugs and pharmaceuticals. Proceeds—For a new plant, 
product expansion and working capital. Office—91 Main 
St., Madison, N. J. Underwriter—Andresen & Co., N. Y. 

Yankee Plastics, Inc. 
Sept. 8, 1961 (“Reg. A”) 100,000 common. Price — $3. 
Business—Manufactures plastic hangers and forms, Pro- 
ceeds — For acquisition of manufacturing facilities and 
working capital. Office—29 W. 34th St., N. Y. Under- 
writer—Sunshine Securities Inc., Rego Park, N. Y. Of- 
fering—Imminent. 

Youthcraft Creations, Inc. (2/13-16) 
Dec. 6, 1961 filed 130,000 class A shares, of which 20,000 
are to be offered by the company and 110,000 by stock- 
holders. Price—By amendment. Business—Design and 
manufacture of foundation garments for “juniors” and 
women. Proceeds — To finance increased accounts re- 
ceivable and for other corporate purposes. Office—21-09 
Borden Ave., Long Island City, N. Y. Underwriter— 
Paine, Webber, Jackson & Curtis, N. Y. 

Zenith Laboratories, Inc. 
Nov. 22, 1961 filed 120,000 common. Price—$4.50. Busi- 
ness—Development and manufacture of ethical pharma- 
ceuticals, non-prescription drugs, vitamins, etc. Proceeds 
—For repayment of debt and working capital. Office— 
150 S. Dean St., Englewood, N. J. Underwriter—Sulco 
Securities, Inc., N. Y. 

Zim Israel Navigation Co., Ltd. 
Oct. 5, 1961 filed 20,000 of 7% participating preferred. 
Price—$500. Business—Furnishing of passenger and dry- 
cargo freight services. Proceeds—For construction and 
working capital. Offiee—Haifa, Israel. Underwriter— 
None. 


ATTENTION UNDERWRITERS! 


Do you have an issue you’re planning to register? 
Our Corporation News Department would like 
te know about it so that we can prepare an item 
similar to those you’ll find hereunder. 

Would you telephone us at REctor 2-9570 or 
write us at 25 Park Place, New York 7, N.Y. 


Prospective Offerings 


Alberto-Culver Co. 
Dec. 20, 1961 it was reported that a full filing will be 
made shortly covering 125,000 common. Business—Man- 
ufacture and national sale of cosmetic and toiletry prep- 
arations, particularly in the hair care field. Proceeds— 
For the selling stockholders. Office—Melrose Park, Ill. 
Underwriter—Shields & Co., N. Y. 


American Telephone & Telegraph Co. (2/14) 
Dec. 20, 1961 it was reported that the company plans 
to sell $300,000,000 of debenture bonds due Feb. 1. 1994. 
Proceeds—For expansion. Office—195 Broadway, N. Y. 
Underwriters— (Competitive). Probable bidders: Morgan 
Stanley & Co.; First Boston Corp., and Halsey, Stuart & 
Co. Inc. (jointly). Bids—Expected Feb. 14. 


Baltimore Gas & Electric Co. 
Aug. 30, 1961 it was reported that this company plans to 
issue about $25,000,000 of first mortgage bonds in the 
first half of 1962. Office— Lexington and Liberty 
Streets, Baltimore 3, Md. Underwriters—To be deter- 
mined by competitive bidding. Probable bidders: 
Halsey, Stuart & Co. Inc.; White, Weld & Co., and First 
Boston Corp. (jointly); Harriman Ripley & Co., Inc., 
and Alex. Brown & Sons (jointly). 


Bebell & Bebell Color Laboratories, Inc. 
Nov. 6, 1961 it was reported that a “Reg. A” will be 
filed shortly covering 75,000 common. Price—$4. Busi- 
ness—-Operates a color photo processing laboratory. Pro- 
ceeds—For expansion, equipment and other corporate 
purposes. Office—108 W. 24th St., N. Y. Underwriter— 
Stevens, Hickey & Co., N. Y. 


Cincinnati Gas & Electric Co. 

Feb. 16, 1961 it was stated in the company’s 1960 annual 
report that this utility plang to sell both first mortgage 
bonds and common stock in 1962 to finance its $45,000,- 
000 construction program. Office—Fourtin & Main Sts., 
Cincinnati, O. Underwriter—(Bonds) To be determined 
by competitive bidding. Probable bidders: Halsey, Stuart 
& Co. Inc.; Merrill Lynch, Pierce, Fenner & Smith Inc. 
and Lehman Brothers (jointly); Morgan Stanley & Co, 
and W. E. Hutton & Co. (jointly); Blyth & Co., Inc. 
and First Boston Corp. (jointly); Eastman Dillon, Union 
Securities & Co., and White, Weld & Co. (jointly). The 
last issue of common stock (81,510 shares) was sold pri- 
vately to employees in August. 1960. 


Columbus Capital Corp. 
Dec. 11, 1961 it was reported that this newly formed 
Small Business Investment Co., plans to sell $10 to $20 
million of common stock in the late spring. Office—297 
en High St., Columbus, O. Underwriter—To be 
named. 


Commonweaith Edison Co. 
Nov. 17, 1961 it was reported that this company plans 
to sell $30,000:000 of first mortgage bonds early in 1962; 
$20,000,000 of additional debt securities in 1963 and $25,- 
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000,000 in both 1964 and 1965. No new common or pre- 
ferred stock financing is contemplated in the four year 
period. Proceeds—For construction, Offiee—72 West 
Adams St., Chicago. Underwriters—Competitive. Prob- 
able bidders: First Boston Corp.; Halsey, Stuart & Co. 
Inc.; Glore, Forgan & Co. 


Corporate Funding Corp. 
Dec. 12, 1961 it was reported that this company plans 
to file a “Reg. A” covering 75,000 class A common 
shares. Price—$2. Business—A financial investment and 
holding company. Proceeds—For general corporate pur- 
poses. Office—39 Broadway, N. Y. Underwriter—R. F. 
Dowd & Co. Inc., N. Y. 


Delaware Power & Light Co. 

Feb. 7, 1961 it was reported that the company has 
postponed until early 1962 its plan to issue additional 
common stock. The offering would be made to com- 
mon stockholders first on the basis of one share for each 
10 shares held. Based on the number of shares out- 
standing on Sept. 30, 1960, the sale would involve about 
418,536 shares valued at about $14,600,000. Proceeds—For 
construction. Office—600 Market St., Wilmington, Del. 
Underwriter— (Competitive) Probable bidders: Carl M. 
Loeb, Rhoades & Co., N. Y.; W. C. Langley & Co., and 
Union Securities Co. (jointly); Lehman Brothers; First 
Boston Corp.; White, Weld & Co., and Shields & Co. 
(jointly); Kidder, Peabody & Co., and Merrill Lynch, 
Pierce, Fenner & Smith Inc. (jointly). 


Diversified Vending, Inc. 
Sept. 13, 1961 it was reported that a registration state- 
ment will be filed shortly covering 100,000 common. 
Price—$4. Business—The servicing of vending machines 
and coin operated kiddy-rides. Proceeds—For equip- 
ment, inventory and general corporate purposes. Office 
—Philadelphia, Pa. Underwriter—T. Michael. McDarby 
& Co., Inc., Washington, D. C. 


Duke Power Co. (2/20/62) 

Dec. 6, 1961 it was reported that this company plans to 
sell $50,000,000 of 30-year first mortgage bonds in Feb- 
ruary. Offices—422 So. Church St., Charlotte, N. C., and 
30 Rockefeller Plaza, N. Y. Underwriters—(Competi- 
tive). Probable bidders: First Boston Corp.; Stone & 
Webster Securities Corp.; Halsey, Stuart & Co. Inc.; 
Morgan Stanley & Co. Bids—Expected Feb. 20, 1962 at 
11 a.m. (EST). 


El Paso Electric Co. (2/7/62) 

Nov. 22, 1961 it was reported that this company plans 
to sell $10,500,000 of first mortgage bonds in February. 
Proceeds—For construction and possible refunding of 
$3,500,000 outstanding amount of 54% bonds due 1989. 
Office—215 North Stanton St., El Paso, Texas. Under- 
writers—(Competitive). Probable bidders: Stone & 
Webster Securities Corp.; Merrill Lynch, Pierce, Fen- 
ner & Smith Inc.; Halsey, Stuart & Co. Inc.; Kidder, 
Peabody & Co. Inc.-White, Weld & Co.-Shields & Co. 
(jointly); Equitable Securities Corp.-R. W. Pressprich 
& Co. (jointly). Bids—Expected Feb. 7, 1962. 


Electro Spectrum Corp. 

Sept. i4, 1961 it was reported that this company plans 
to file a “Reg. A” covering 100,000 common. Price—$3. 
Business—Research, development, manufacture and mar- 
keting in the fields of optics, electronics, chemistry and 
photography. Proceeds — For organizational expenses, 
building lease, machinery, inventory and working cap- 
ital. Office—300 Gramatan Ave., Mt. Vernon, N. Y. Un- 
derwriter—Harry Rovno (same address). 


Florida Power & Light Co. 
Sept. 18, 1961, it was reported that the company may is- 
sue $25,000,000 of bonds in the second half of 1962. Office 
—25 S. E. 2nd Ave., Miami, Fla. Underwriter—To be de- 
termined by competitive bidding. Probable bidders: Mer- 
rill Lynch, Pierce, Fenner & Smith Inc. and Kidder, 
Peabody & Co. (jointly); Halsey, Stuart & Co., Inc.; 
White, Weld & Co.; First Boston Corp.; Blyth & Co., Inc. 


Gateway Transportation Co., Inc. 
Dec. 13, 1961 it was reported that this company plans to 
file a registration statement covering 200,000 common, 
of which 50,000 shares will be sold by the company and 
150,000 by stockholders. Business—A truck transportation 


company. Proceeds — To purchase terminal facilities. 
Office—La Crosse, Wis. Underwriter—Blyth & Co., Inc., 
N. Y. 


General Public Utilities Corp. 

March 14, 1961 it was stated in the company’s 1960 an- 
nual report that the utility expects to sell additional 
common stock to stockholders in 1962 through subscrip- 
tion rights on the basis of one share for each 20 shares 
held. Based on the 22,838,454 common shares outstanding 
on Dec. 31, 1960, the offering will involve a minimum 
of 1,141,922 additional shares. Office—67 Broad St., New 
York 4, N. Y. Underwriter—None. 


Georgia Bonded Fibers, Inc. 


Sept. 14, 1960 it was reported that registration of 150,000 
shares of common stock is expected. Offices—Newark, 
N. J., and Buena Vista, Va. Underwriter—Sandkuhl and 
Company, Newark, N. J., and N. Y. C. 


Government Employees Corp. 


Nov. 29, 1961 it was reported that the company plans 
to offer stockholders the right to subscribe for $2,675,000 
of 442% convertible capital debentures on the basis of 
$100 of debentures for each seven common shares held 
of record April 6, 1962 with rights to expire April 30. 
Business—The company and its subsidiary provide auto- 
mobile and mobile home financing service on a nation- 
wide basis to government employees and officers of the 
military. Office — Govt. Employees Insurance Bldg., 
Washington, D. C. Underwriters—Johnston, Lemon & 
Co., Washington, D. C., and Eastman, Dillon, Union 
Securities & Co., N. Y. 


0 te toe ot bh ahe anmai Gy ~ eo N Or eS wt 


A A PA A A ted 


A 


OE a aaa a a 





re- 
ear 
est 
Jb- 
Co. 


ans 
Lon 
nd 
ar- 


1a8 
nal 


ich 
ut- 
out 
‘or 
el, 


nd 
rst 
ch 


te- 


1es 
ip- 
ice 


to 


ns 
53. 
r- 
nd 
2S, 
p- 
n- 


S- 
ce 
e- 
r- 
or, 


IC, 


n, 
id 


an 


nN- 
al 
p- 
es 
ng 


wW 


00 
id 


ns 
00 
of 
ld 
0. 
= 
l= 
1e 


yn 


Volume 194 Number 6120... The Commercial and Financial Chronicle 


House of Koshu, Inc. 


Nov. 13, 1961 it was reported that this company plans 
to file a registration covering 65,000 common. Price—$5. 
Business—Importers of Japanese liquors and liqueurs. 
Proceeds—For expansion. Office—Beverly Hills, Calif. 
Underwriter—P. J. Gruber & Co., Inc., N. T, 


Houston Lighting & Power Co. 


Oct. 17, 1960 Mr. T. H. Wharton, President, stated that 
between $25-$35 million dollars is expected to be raised 
publicly sometime in 1962, probably in the form of pre- 
ferred and debt securities, with the precise timing de- 
pending on market conditions. Office—Electric Building, 
Houston, Texas. Underwriter—Previous financing was 
handled by Lehman Brothers, Eastman Dillon, Union 
Securities & Co. and Salomon Brothers & Hutzler. 


itiinois Terminal RR. 


Jan. 16, 1961 it was reported that this company plans 
the sale later this year of about $8,500,000 of first mort- 
gage bonds. Office—710 North Twelfth Blvd., St. Louis, 
Mo. Underwriter—Halsey, Stuart & Co. Inc., Chicago. 


Jaap Penraat Associates, Inc. 


(and Visual Education, Inc.) 

Dec. 12, 1961 it was reported that a full registration will 
be filed shortly covering 100,000 common. Price—$3. 
Business—Industrial designing and the production of 
teaching machines, Proceeds—To expand teaching ma- 
chine subsidiary, and for other corporate purposes. 
Office—315 Central Park West, N. Y. Underwriter—R 
F. Dowd & Co. Inc., N. Y: 


John’s Bargain Stores Corp. 


July 27, 1961 it was reported that this company plans to 
file a registration statement covering an undis- 
closed number of common shares. Business—The opera- 
tion of a chain of discount stores selling household 
goods. Office—1200 Zerega Ave.. Bronx. N. Y Under- 
writer—Hayden, Stone & Co., N. Y. Offering—Expected 
in early 1962. 


Laclede Gas Co. 


Nov. 15, 1960 Mr. L. A. Horton, Treasurer, reported that 
the utility will need to raise $33,000,000 externally for 
its 1961-65 construction program, but the current feel- 
ing is that it will not be necessary to turn to long-term 
securities until May 1962. Office — 1017 Olive St., St 
Louis, Mo. 


% Litton Industries, Inc. 


Dec. 26, 1961 it was reported that this company plans ‘to 
file a registration shortly covering about $50,000,000 of 
convertible subordinated debentures to be offered for 
subscription by common stockholders. Business—Com- 
pany is engaged in advanced research and development 
in electronic field and manufactures diverse electronic 
and electro-mechanical products. Office — 336 North 
Foothill Rd., Beverly Hills, Calif. Underwriters—Leh- 
man Brothers and Clark, Dodge & Co., N. Y. 


Masters Inc. 


Jan. 6, 1961 it was reported that this corporation is 
contemplating its first public financing. Business—The 
operation of a chain of discount houses. Office—135-21 
38th Avenue, Flushing 54, L. I., N. Y. 


McDaniel. Equipment, Inc. 


Dec. 20, 1961 it was reported that this company plans to 
file shortly on 100,000 common shares. Price—$3. Busi- 
ness—The sale, servicing and installation of laundry and 
dry cleaning equipment and the operation of such cen- 
ters at military bases, trailer parks and apartment 
houses. Preceeds—For debt repayment and other cor- 
porate purposes. Office—San Diego, Calif. Underwriter 
—California Investors, Los Angeles. 


Mercantile National Bank at Dallas (Tex. ) 


Nov. 15, 1961 it was reported that stockholders are to 
vote Jan. 16, 1962 on increasing authorized stock to pro- 
vide for a 10% stoek dividend sale of 100,000 additional 
shares to stockholders on the basis of one new share for 
each 15 shares held of record Jan. 16. Price—$36. Pro- 
ceeds—To increase capital funds. Underwriters—Rau- 
scher, Pierce & Co., and First Southwest Co., Dallas. 


Monterey Gas Transmission Co. 


April 24, 9961 it was reported that Humble Oil & Refin- 
ing Co., a subsidiary of Standard Oil Co. of New Jersey, 
and Lehman Brothers, had formed this new company 
to transport natural gas from southwest Texas to Alex- 
andria, La., for sale to United Fuel Gas Co., principal 
supplier to other Columbia Gas System companies. It 
is expected that the pipeline will be financed in part by 
public sale of bonds. Underwriter — Lehman Brothers, 
New York City (managing). 


National Airlines, Inc. 

May 8, 1961, it was reported that the CAB had approved 
the company’s plan to sell publicly 400,000 shares of 
Pan American World Airway’s Inc., subject to final ap- 
proval of the Board and the SEC. The stock was or- 
iginally obtained under a Sept. 9, 1958 agreement under 
which the two carriers agreed to a share-for-share ex- 
change of 400,000 shares and the lease of each others jet 
planes during their respective busiest seasons. The CAB 
later disapproved this plan and ordered the airlines to 
divest themselves of the stock. Price — About $20 per 
share. Proceeds—To repay a $4,500,000 demand loan, and 
other corporate purposes. Office—Miami International 
Airport, Miami 59, Fla. Underwriter—Merrill Lynch, 
Pierce, Fenner & Smith Inc., N. Y. 


* National Steel Corp. 


Dec. 27, 1961 it was reported that stockholders are to 
vote Jan. 25 on a proposed 2-for-1 split of the common. 
If approved, directors will consider offering 1,500,000 of 


the new shares to stockholders through subscription 
rights on a 1-for-10 basis. Business—Company is one of 
the major U. S. steel producers. Proceeds—For expan- 
sion. Officee—Grant Bldg., Pittsburgh, Pa. Underwriters 
—To be named. The last financing for the company was 
handled by Kuhn, Loeb & Co., Harriman, Ripley & Co., 
Inc., and First Boston Corp., N. Y. 


Nautec Corp. 


Nov. 6, 1961 it was reported that the company plans to 
sell $3,000,000 of convertible debentures to be offered 
on a pro rata basis to common stockholders, Business— 
Manufactures parking meters, truck winches, fiberglass 
boats, steel towers, etc. Proceeds—For debt repayment 
and working capital. Office—350 5th Ave., N. Y. Under- 
writer—Bear, Stearns & Co.. N. Y. 


New England Electric System 


Oct. 2, 1961 it was reported that this company plans 
to sell additional common stock to stockholders through 
subscription rights, early in 1962. Office—441 Stuart St., 
Boston, Mass. Underwriters—To be named. The last 
rights offering in April 1958 was underwritten by Carl 
M. Loeb, Rhoades & Co., Ladenburg, Thalmann & Co., 
and Wertheim & Co., N. Y. 


% Oceania International, Inc. 


Dec. 27, 1961 it was reported that this company plans to 
file a registration covering about 150,000 common shares. 
Price—$5.50. Business—Manufacture of simulated pearl! 
buttons, Proceeds—For a new plant. Office—Brooklyn, 
N. Y. Underwriter—Baruch Brothers & Co., Inc., N. Y. 


Oklahoma Gas & Electric Co. (3/1) 


Dec. 13, 1961 it was reported that the company plans to 
offer stockholders the right to subscribe for 328,912 
additional common shares on the basis of one new share 
for each 20 held of record about March 1. Proceeds— 
For construction. Office—321 North Harvey St., Okla. 
City. Underwriter—The last rights offering in March, 
1956 was underwritten by Merrill Lynch, Pierce, Fenner 
& Smith Inc., N. Y. 


Pacific Gas & Electric Co. 


Nov. 10, 1961 it was reported that the company plans 
to sell some $98,000,000 of securities, probably bonds, in 
1962 to help finance its proposed $208,000,000 construc- 
tion program. Office—245 Market St., San Francisco. 
Underwriters—(Competitive). Probable bidders: First 
Boston Corp.-Halsey, Stuart & Co. Inc. (jointly); Blyth 
& Co., Inc. 


Pacific National Bank of San Francisco 


Dec. 20, 1961 it was reported that the bank plans to 
offer stockholders the right to subscribe to 119,220 addi- 
tional shares on a 1-for-5 basis to raise about $6,000,000. 
Action is subject to approval of stockholders on Jan. 9 
and the Comptroller of the Currency. Preceeds—To in- 
crease capital and surplus. Office—333 Montgomery St., 
San Francisco. Underwriters—Blyth & Co., N. Y., and 
Elworthy & Co., San Francisco. 





Pan American Beryllium Corp. 


Dec. 12, 1961 it was reported that a full filing will be 
made covering 100,000 common. Price—$3. Business— 
Operation of beryllium mines in Argentina. Proceeds 
—For mining expenses. Offices—39 Broadway, N. Y. 
Underwriter—R. F. Dowd & Co. Inc., N. Y. 


Pan American World Airways, Inc. 


Oct. 30, 1961 it was reported that the CAB had approved 
the company’s plan to sell its 400,000 share holdings of 
National Airlines, Inc. However, it said Pan Am must 
start selling the stock within one year and complete the 
sale by July 15, 1964. The stock was originally obtained 
under a Sept. 9, 1958 agreement under which the two 
carriers agreed to a share-for-share exchange of 400,000 
shares and lease of each other’s jet planes during their 
respective busiest seasons. The CAB later disapproved 
this plan and ordered the airlines to divest themselves 
of the stock. Office—135 East 42nd St., N. Y. Under- 
writer—Merrill Lynch, Pierce, Fenner & Smith inc, 


Panhandle Eastern Pipe Line Co. 


March 8, 1961 it was reported that this company ex- 
pects to sell about $72,000,000 of debentures sometime in 
1962, subject to FPC approval of its construction program. 
Office—120 Broadway, New York City. Underwriters— 
Merrill Lynch, Pierce, Fenner & Smith Inc., and Kidder 
Peabody & Co., both of New York City (managing). 


Penthouse Club, Inc. 


June 1, 1961 it was reported that this company plans to 
issue 60,000 common shares. Price—$5. Business—The 
operation of dining clubs. Proceeds—For expansion and 
working capital. Office—15th and Locust St., Philadel- 
phia. Underwriter—To be named. 


Public Service Co. of Colorado 


Aug. 22, 1961 it was reported that the previously an- 
nounced plan to sell about $20,000,000 of common stock 
to stockholders through subscription rights had been 
postponed until about June 1962. Office—900 15th St., 
Denver, Colo. Underwriter — To be named. The last 
equity financing was handled on a negotiated basis by 
First Boston Corp. 


Resin Research Laboratories, Inc. 


Dec. 20, 1961 it was reported that a full filing will be 
made covering 105,000 common. Price—$3.50. Business 
—Company is engaged in applied research and develep- 
ment in field of resin’s polymer chemistry and plastics 
technology. Proceeds — For expansion, diversification 
and working capital. Offiee—400-06 Adams St., Newark, 
N. J. Underwriter—Keené & Co., Inc., N. Y. 
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Rooke Engineering Corp. 
Dec. 20, 1961 it was reported that a “Reg. A” will be 
filed covering 120,000 common. Price—$2.50. Business— 
The fabrication of exotic metals. Preeeeds—For expan- 


sion. Office—Los Angeles, Calif. Underwriter—Adams & 
Co., Los Angeles. 


Roth Greeting Cards Co. 


Oct. 18, 1961 it was reported that this company is plan- 
ning its first public sale of common stock. Office—Glen- 
dale, Calif. Underwriter—R. E. Bernhard & Co., Beverly 
Hills, Calif. 


San Diego Gas & Electric Co. 
Sept. 12, 1961 it was reported that this company plans 
to sell about 500,000 common to stockholders in mid- 
1962 to raise some $17,500,000. Office—861 Sixth Ave., 
San Diego, Calif. Underwriter—Blyth & Co., Inc., N. Y. 


(Jos.) Schlitz Brewing Co. 


Dec. 20, 1961 it was reported that a full filing will be 
made covering about 692,000 outstanding common shares. 
Price—About $31.75. Business—Production and distribu- 
tion of beer. Preceeds — For the selling stockholders. 
Office— Milwaukee, Wis. Underwriter—Glore, Forgan & 
Co., Chicago. Registraticn—Expected in January. 


Southern Natural Gas Co. 


Oct. 17, 1961 it was reported that the utility is contem- 
plating the sale of $35,000,000 of 20-year first mortgage 
bonds early in 1962. Preceeds — To retire bank loans. 
Office—Watts Bldg., Birmingham, Ala. Underwriter— 
(Competitive). Probable bidders: Halsey, Stuart & Co. 
Inc.; First Boston Corp.; Blyth & Co. and Kidder, 
Peabody & Co. (jointly). 


Southwestern Public Service Co. 


July 19, 1961, Herbert L. Nichols, Chairman, stated that 
the company plans to issue about $13,000,000 of common 
stock in March 1962. The shares will be offered for sub- 
scription by common stockholders on the basis of one 
new share for each 20 shares held. Proceeds—fF or con- 
struction. Office—720 Mercantile Dallas Bldg., Dallas 1, 


Texas. Underwriter—To be named. The last rights of-. 


fering to stockholders in January 1957 was underwritten 
by Dillon, Read & Co., New York City. 


Subway Bowling & Recreation Enterprises, Inc. 
Aug. 22, 1961 it was reported that this company plans 
to sell about $1,200,000 of common stock. Business—The 
company has an exclusive franchise from the City of 
New York te build bowling and recreation centers in 
the subways. Proceeds—To build the first three centers, 
Office—New York City. Underwriter—Rodetsky, Walker 
& Co., Inc., Jersey City. 


* Varigraphics, Inc. 

Dec. 20, 1961 it was reported that a “Reg. A” will be 
filed covering 50,000 common. Price—$4. Business—Pub- 
lication of technical manuals. Preceeds—For expansion. 
Office—Los Angeles, Calif. Underwriter—Adams & Co., 
Los Angeles. 


Virginia Electric & Power Co. 
Oct. 2, 1961 it was reported that this company plans ta 
sell $30,000,000 to $40,000,000 of securities in mid-1962 
but no decision has been made yet as to type. Office— 
Richmond 9, Va. Underwriters—To be named. The last 
sale of bonds in June 1961 was handled by Halsey, Stuart 
& Co., Ine. and associates. 


@® West Penn Power Co. (3/5) 


Feb. 10, 1961, J. Lee Rice, Jr., President of Allegheny 
Power System, Inc., parent company, stated that West 
Penn expects to sell about of bonds in 1962, 
Office — 800 Cabin Hill Drive, Hempfield Township, 
Westmoreland County, Pa. Underwriters—To be deter~- 
mined by competitive bidding. Probable bidders: Halsey, 
Stuart & Co. Inc.; W. C. Langley & Co.; Lehman Broth- 
ers; Eastman Dillion, Union Securities & Co., and First 
Boston Corp. (jointly); Harriman Ripley & Co.; Kidder, 
Peabody & Co. and White. Weld & Co (jointly) Bids— 
Expected March 5. Information Meeting—March 2, at 
10:30 a.m. (EST) at 55 Wall St., 5th Floor, N. Y. 


‘Western Union Telegraph Co. 


Nov. 15, 1961 it was reported that this company plans to 
sell $50,000,000 of debentures early in 1962. Proceeds— 
To repay short-term loans. Office—60 Hudson St., N. Y. 


Underwriters—Kuhn, Loeb & Co., and Lehman Brothers, 
N. Y. 


Wisconsin Southern Gas Co. 
Dec. 12, 1960 it was reported in a company prospectus 
that an undetermined amount of capital stock or bonds 
will be sold in 1961-1962. Preceeds—For the repayment 
of short-term bank loans incurred for property addi- 
tions. Office — Sheridan Springs Road, Lake Geneva, 
Wis. Underwriter—The Milwaukee Co., Milwaukee, Wis, 
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WASHINGTON AND YOU 


BEHIND-THE-SCENES INTERPRETATIONS 


WASHINGTON, D. C.—A record 
tota! dollar volume of construc- 
tion—new, maintenance and re- 
pair—apparently lies ahead of 
1962. For the first time in history 
the volume is expected to go 
above the $80 billion mark. 

This means that the building 
trades industries generally should 
have a favorable year. The Asso- 
ciated General Contractors of 
America, a trade association based 
in Washington, after a nation- 
wide survey, is convinced that the 
construction outlook for the New 
Year is in keeping with the gen- 
eral expectation that 1962 will be 
a very good year for business in 
general. 

Of course there must always be 
a qrvalification, such as a disrup- 
tive international crisis or a 
serious inflationary situation. 

The Associated General Con- 
tractors estimate for 1962 is a 
total of $80.9 billion, including 
$59.9 billion in new construction 
put place, and $21 billion in 
i and repair work. 


‘ T: ? » 
maintenance 


The tremendous highway con- 
struction program — the primary, 
secondary and interstate highways 

-will represent a substantial part 
of the new mainte- 


nance and repair. 


construction, 


Both Government and private 
economists in Washington are pre- 
dicting with very few “ifs” that 
the coming year will be a march 
of } year. Secretary of 
Commerce Luther H. Hodges is 
optimistic generally. 

The grand total dollar construc- 
tion volume in 1961 is estimated 
at about $77.8 billion. However, 
if the 1962 expectations are 
reached, it would mean an in- 
crease of 412% over the record- 
breaking dollar volume of 1961. 


rogzress 


One Dark Spot 

There is one obstacle looming 
on the economic front, which may 
not amount to any serious set- 
back. There is a possibility there 
will be a big hassle in the steel- 
labor situation. The Federal Gov- 
ernment reportedly may step in 
if the situation becomes critical. 

In 1956 when there was a forced 
settlement after a long scrap be- 
tween the unions and the steel 
industry, the steel makers were 
able to continue their fair share 
of profits by raising prices. In 
1960 there was no price increase 
after another scrap. The unions 
are now insisting that the steel 
con do not need to raise 
their prices to meet an increased 
wage cost. 

However, 
clare that, 


1 


WOT 
a 
wat 


qualified sources de- 
judging by earnings 
picture, the industry will have to 
raise prices again in order to 
make a fair return to stockholders 
if labor wages go up this 
yeal 


again 


Government Should Not Intervene 

Editor-in-Chief Tom Campbell 
of the authoritative Iron Age, 
demanding that the Federal Gov- 
ernment stay out of the picture 
and let there be absolutely free 
bargaining between the unions 
and the steel industry, said re- 
cently: 

“Why should the rumor — or 
fact-—-that Mr. Kennedy will step 
in to prevent a long steel strike 
be going around now? As long 
as the union thinks he will step 
in, no real effort will be made to 
reach a reasonable agreement. As 
long as steel companies feel that 
they will get it in the neck 
again, how can they expect real 
collective bargaining? 

“The Government should stay 
out of the picture and let the two 
Ziants swing, negotiate and test 


FROM THE NATION’S CAPITAL 


—, 


each other, always hoping of 
course, that the union will know 
a new day has come in which 
continual increases in wage costs 
can't help but injure the industry 
and itself.” 

Meanwhile, the fallout shelter 
program, which has run into some 
controversial battles, will figure in 
the overall construction total the 
coming year. The Kennedy Ad- 
ministration has under considera- 
tion a $700,000.000 appropriation 
recommendation to Congress. The 
Federal funds would be used as 
matching local and state funds 
for community shelters, primarily 
at schools and hospitals. 

If such a program gets under 
way, it could add several hundred 
million dollars to the construction 
volume. However, there is con- 
siderable doubt about the pro- 
gram at this time. 


Heip From Housing? 

The liberalized housing legisla- 
tion passed by Congress in 1961 
did not have uch effect on the 
overall housing program during 
the year, but it is expected to be 
a marked stimulant in 1962. 

At the time it 
borne in mind that the housing 
shortage which prevailed for a 
time is no longer in existence 
There are isolated exceptions of 
course. This fact may have a re- 
straining factor on private housing. 

Practically all categories of 
public construction are expected 
to show increases, but none is 
Wkely te be spectacular, accord- 
ing to the SGC survey. Highway 
construction is the big item. 

At the start of the next fiscal 
vear, highway authorizations of 
funds will increase yearly for 
several years. 

The peak of authorizations un- 
der the legislation will be reached 
at $3 billion of federal funds an- 
nually in 1968-70. Increases will 
range from $400,000,000 in 1964 
to $1.5 billion in 1968. 

When these Federal funds are 
matched by state funds, it is ob- 
vious the highway construction 
program alone is a giant and will 
continue to be. Highway construc- 
tion totaling federal, state and 
local funds is expected to involve 
around $6.1 billion in 1962 as com- 
pared with $5.7 billion this year. 


same must be 


Increased Competition in Con- 
struction Industry 


Although the construction busi- 
ness is booming along in dollar 
volume, there is another side of 
the construction eoin. said 
M. Clare Miller of McPherson. 
Kan., president of the AGC. Said 
he 

“The growing volume of con- 
struction has attracted more new 
contracting firms into the industry 
than the work warrants. Too many 
of the newer contracting firms 
are lacking in experience and re- 
sources, and reckless and ruinous 
bidding increases. Consequently, 
many firms fail and, some others, 
including long-established con- 
tractors of recognized skill and 
ability, reach the conclusion that 
the game is no longer worth the 
candle and voluntarily retire from 
business.” 

Of course the contracting busi- 
ness is like nearly everything 
else there are successes and 
failures. Most of them and the 
building materials industries 
should have a good year in 1962, 
baring unforseen developments. 

[This column is intended to reflect 
the “behind the scene” interpretation 
from the nation’s Capital and may or 


may not coincide with the “Chronicle’s” 
own views. | 


The Commercial and Financial Chronicle . . 


INTERESTED 


IN 


CACKLES & CO 
SECURITIES 


BUYING OR SELLING 
A LARGE BLOCK ? 


-- SEE MR.TWITTLE. 


N 
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“I wish Mr. Cackles would stop referring to me as 
‘our block head’!’’ 


James Talcott 
Elects Asst. V.-Ps. 


George H. Fairberge and Richard 
F. Agor have been elected Assist- 
ant Vice-Presidents of James Tal- 


Richard Agor 


cott, Inc., the industrial 
company has announced. 
Mr. Fairberg, manager of the 
Industrial Time Sales Division’s 
New York operations, was counsel 
for the Credit America Corpora- 
tion from 1953 to 1958, when the 
firm was acquired by Talcott. 
Mr. Agor, senior credit execu- 
tive for the Rediscount Division, 
joined Talcott in 1949 after 10 
years with the American Business 
Credit Corporation, New York. 


Office in Great Neck 
GREAT NECK, N. Y. Capital 
Syndication Corporation has 
opened an office at 260 Northern 
Boulevard. 


Opens N. Y. C. Office 
Equity Securities Corporation has 
opened an office at 37 Wall Street, 
New York City. 


George H. Fairberg 


finance 


v 


TEL: HANOVER 2-0050 


or. 2 


Now Johnson Inv. Co. 
ARVADA, Colo.—H. E. Johnson, 


now conducting his invest- 
ment business under the firm 
name of Johnson Investment Co., 
from offices at 5622 Yukon. 


Form Derman, Wolfson 


Derman, Wolfson & Co., Inc. has 
been formed with offices at 15 
East 40th Street, New York City, 
to engage in a securities business 


Baron, Black Branch 


INGLEWOOD, Calif. — Baron, 
Black, Kolb & Lawrence, Inc., has 
opened a branch office at 718 
East Manchester under the man- 
agement of J. Philip Bambara. 


With Bingham, Walter 


Special to THE FINANCIAL CHRONICLE) 

LOS ANGELES, Calif. — Carlton 
R. Bingham is now with Bingham, 
Walter & Hurry, Inc., 629 South 
Spring Street. He was formerly 
with Sellgren, Miller & Co., Inc. 


Opens Securities Office 
P. P. Inc. is engaging in a secu- 
rities business from offices at ?7 
Wall Street, New 


York City. 
J. D. Warren Co. Formed 
SAUSALITO, Calif. James D. 
Warren & Co. has been formed 
with offices at 127 Prospect to 
engage in a securities business. Of- 
ficers are James D. Warren, Pres- 
ident: J. C. Warren, Vice-Presi- 
Assistant Secretary and 
Treasurer; and Jack J. Miller, 
Secretary. Mr. Warren was for- 
merly with Mitchum, Jones & 
Templeton and Glore, Forgan & 


dent, 


gs CARL MARKS & Co. INC 


K FOREIGN SECURITIES SPECIALISTS 
20 BROAD STREET » 


NEW YORK 5, N. Y. 
TELETYPE NY 1-971 
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COMING 
EVENTS 


IN INVESTMENT FIELD 


Jan. 17, 1962 (Philadelphia, Pa.) 
Philadelphia Securities Associa- 
tion Annual Meeting and Dinner 
at the Barclay Hotel. 


Jan. 22-23, 1962 (Washington, D.C.) 
Association of Stock Exchange 
Firms Board of Governors meet- 
ing at the Statler Hilton Hotel. 


Jan. 29, 1962 (Chicago, Iii.) 
Investment Traders Association of 
Chicago annual midwinter dinner 
at the Ambassador West. 

Feb. 9, 1962 (Boston, Mass.) 
Boston Securities Traders Asso- 
ciation Annual Winter Dinner at 
the Statler Hilton Hotel. 


March 30, 1962 (New York City) 
New York Security Dealers As- 
sociation 36th Annual Dinner at 
the Waldorf Astoria Hotel. 


April 8-10, 1962 (San Antonio, 
Tex.) 
Texas Group of rnvestment Bank- 
ers Association of America, an- 
nual meeting at the St. Anthony 
Hotel. 
May 6-9, 1962 (Seattle, Wash.) 
National Association of Mutual 
Savings Banks 42nd annual con- 
ference at the Olympic Hotel. 
May 9-12, 1962 (White Sulphur 
Springs) 
Inyestment Bankers Association 
meeting of Board of Governors. 
May 14-15, 1962 (Detroit, Mich.) 
Association of Stock Exchange 
Firms Board of Governors spring 
meeting at the Dearborn Inn. 
Sept. 19-21, 1961 (Santa Barbara, 
Calif.) 
Investment Bankers Association 
Board of Governors Meeting. 
Sept. 23-26, 1962 (Atlantic City, 
N. Jd.) 
American Bankers Association an- 
nual convention. 
Oct. 8-9, 1962 (San Francisco) 
Association of Stock Exchange 
Firms Fall Meeting at the Mark 
Hopkins Hotel. 
Oct. 11-12, 1962 
Association of Stock Exchange 
Firms Board of Governors meet- 
ing at the Ambassador Hotel. 
Nov. 4, 1962 (Boca Raton, Fla.) 
National Security Traders Asso- 
ciation Convention. 


(Los Angeles) 


Attention Brokers and Dealers 


TRADING MARKETS 


American Cement 

Botany Industries 

Maxson Electronics 
Official Films 
Waste King 


> 
New York telephone number is 


CAnal 6-4592 


LERNER & CO., Inc. 


Investment Securities 
10 Post Office Square, Boston 9, Mass. 
Telephone Teletype 
HUbbard 2-1990 BS 69 


Our 


For Distribution in 


Central New England 


New York Boston 
Telephone 


CAnal 6-8481 Richmond 2-0420 


S.ROMANOFF CO., Inc. 


Members: 


American Stock Exchange (Assoc.) 


340 Main St., Worcester 8, Mass. 


Tel.: PLeasant 4-3295 Tele.: WO 395 
Direct phones to: 
Woonsocket, R. I. - Fitchburg, Mass. 
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When minutes count...at 1 Chase Manhattan Plaza 





Working against time, the Municipal Bond Divi- The Chase Manhattan Bank is one of the nation’s 
sion of The Chase Manhattan Bank and members leading underwriters, distributors and dealers of: 
of a group account come to a final decision on the avani dirn. daiat aa ai: aiia 
bid f > Di f E S | b ynds After corre- PUBLIC HOUSING AGENCY BONDS AND NOTES 

I or an ISSUC O municipa l = TENNESSEE VALLEY AUTHORITY BONDS ~ 


U. S. GOVERNMENT INSURED MERCHANT MARINE BONDS 


INTERNATIONAL BANK FOR RECONSTRUCTION 
AND DEVELOPMENT (WORLD BANK) 


FEDERAL LAND BANKS 
FEDERAL NATIONAL MORTGAGE ASSOCIATION 
FEDERAL INTERMEDIATE CREDIT BANKS 
FEDERAL HOME LOAN BANKS 
BANKS FOR COOPERATIVES 


THE CHASE MANHATTAN BANK 


Head Office: 1 Chase Manhattan Plaza, New York 15, New York Member Federal Deposit Insurance Corporation 


lating and interpreting developments in this highly 
competitive market, the account is ready to tele- 


phone in its bid. 
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The New President’s 
Inaugural Address 


By Curtis H. Bingham,* President-Elect, Investment Bankers 
Association of America, and President of Bingham, Walter & 
Hurry, Inc., Los Angeles, Calif. 


Incoming IBA President’s quick look at the ups and downs of the 
industry’s history, approaching its 50th Anniversary in 1962, takes 
note of the little recognition accorded its contributions made to the 
economy. Looking to the future, Mr. Bingham sketches much that can 
be done in seizing opportunities now unfolding, in working with the 
SEC's broad study, and in helping the economy to overcome its prob- 
lems. Particularly stresses what individual bankers themselves can do. 


I am proud of the honor bestowed 
on me and fully aware of the re- 
sponsibilities this high office en- 
tails. I am also cognizant that 
there were 
two principal 
considerations 
that resulted 
in my nomi- 
nation: (1) 
Recognition 
of the grow- 
ing impor- 
tance of 
Southern 
California as 
a financial 
center; and 
(2) An ex- 
pression of 
love and af- 
fection many 
of you hold for my wife, Mary. 
The coming year of 1962 marks 
the 50th Anniversary of the IBA. 
A lot has happened in the last 50 
years and you can be sure a lot 
will happen in the next 50 years. 
We are here today and each 
year to give our best efforts to 
improve our standards, solve our 
problems and plan for the future. 
And when we look at the vigorous 
condition of our economy, with 
the tremendously expanded ac- 
ceptance by the public of the 


Curtis H. Bingham 


NEW YORK 
BOSTON 
DURHAM 
RIDGEWOOD 


SANTA ROSA 


ALLENTOWN 


services we render, we can only 
hope that we will continue to 
work as effectively in the future. 

I would like to read to you 
something I recently read. “I as- 
sume to say that the time is here 
when it is our duty to use every 
means at hand to improve our se- 
curities, to stand together as 
against an inviting field for the 
many houses daily springing up 
having little or no capital, like- 
wise experience, and, what is 
more dangerous, little care for 
what they offer beyond their abil- 
ity to market and their immediate 
profit.” 

Sound familiar? That, ladies 
and gentlemen, was spoken by 
George B. Caldwell at a meeting 
of the IBA on Aug. 10, 1912. 

The IBA was formed to promote 
a high standard of ethics in the 
securities business, protection for 
the public, and to be more effec- 
tive in providing capital in a 
growing economy. 

We have had our ups and 
downs. During the first World 
War our industry not only helped 
finance our government through 
the sale of 25 billion bonds, but 
also in contrast to the panic of 
1914 in European capitals, the 
American financial community 
fulfilled its role with composure 


and imagination. In the depres- 
sion years of the thirties we were 
“persona non grata” as the diplo- 
mats say. 


But here again the IBA took on 
a most active part in formulating 
new laws and regulations to re- 
store investor confidence and en- 
courage the flow of capital neces- 
sary for financing. 

In the second World War our 
stock took another drop. The gov- 
ernment listed all industries as to 
how essential they were to the 
war effort. Steel first, etc. Our 
industry ended up in 44th place 
just below the manufacture of 
artificial flowers. This despite the 
fact that our industry, and dedi- 
cated men in our industry, was 
largely responsible for selling the 
huge amounts of government 
bonds necessary to finance the 
war. 

After the war our industry and 
the IBA really came into its own. 
The pent-up demand for capital 
had to be satisfied. Huge amounts 
of money were needed for munic- 
ipalities, public utilities and in- 
dustrial companies, large and 
small, to provide goods and serv- 
ices. We supplied it. It can just- 
ly be said our industry provides 
the money needed in war or 
peace. 

Likewise, the IBA became much 
more active and effective in their 
programs. Real progress was made 
in many fields. Our education 
committees produced “Funda- 
mentals of Investment Banking,” 
started courses at universities, in- 
cluding the Wharton School In- 
stitute, provided courses in man- 
agement. 

The Municipal Committee work 
since the war has been outstand- 
ing. Likewise, our progress in the 
fields of State Legislation, Fed- 
eral Securities, and Federal Taxa- 
tion have been of great credit to 
IBA. 

How about the future? 

We can look ahead and see that 


the essential elements of popula- 
tion growth and a rising standard 
of living are not only with us but 
the entire world. The Investment 
Banker is faced with the oppor- 
tunity and responsibility of meet- 
ing our traditional needs, the 
needs of a rapidly changing tech- 
nology, creating new companies 
with new discoveries but also the 
demands of a broadening world 
economy. I am confident we will 
do our job well. 

The coming year our industry 
will be the subject of a broad in- 
quiry by the Securities and Ex- 
change Commission. Almost 30 
years ago new laws were passed 
regulating our business. For the 
most part these laws were con- 
structive. We welcome a review 
of these laws and regulations in 
the interest of protection for the 
public. The Stock Exchanges, 
and the NASD have rules, regula- 
tions and codes of ethics and have 
made a great contribution. The 
great majority of our members 
are honest, sincere and ethical, 
but if our laws permit im- 
propriety on the part of a few, 
they should be reviewed. 

We as members of the IBA 
should continue our efforts of 
self-discipline. Each of us indi- 
vidually should continually reap- 
praise our own firms to maintain 
our high standards. 

I am confident the SEC investi- 
gation will be fair and impartial, 
with the full realization that our 
industry will continually be called 
on to provide huge amounts of 
money for a growing economy, 
and at the same time provide liq- 
uidity and ready markets for an 
expanding investor population. 

In the next few years we can 
see a few clouds on the horizon. 
The stability of our dollar is 
threatened. We can see danger in 
the decline of our early national 
virtues, thrift, self reliance, re- 
sponsibility and the spirit of risk 
taking for greater reward. We are 
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witnessing Communism making 
strides. What are we doing about 
these things? 

I believe that it is our personal 
and collective responsibility to 
widen the public knowledge of 
our free enterprise system. To 
educate them on how that system 
works, what it stands for and how 
it has produced the highest stand- 
ard of living in history. Eco- 
nomic education is essential, yet 
neglected in our schools. Greater 
economic understanding is a safe- 
guard against fiscal irresponsibil- 
ity which destroys thrift and in- 
itiative. 

You ask what can I do? 

Well, all big accomplishments 
are the result of little jobs done 
by many people. Most of you are 
respected and influential mem- 
bers of your community. Work 
with your School Board to see 
that better economic education is 
provided, Discuss problems with 
your elected representatives. Your 
voice will be heard. Do your 
friends and acquaintances under- 
stand your work as they do the 
doctor’s or the lawyer’s? 

Education is the most effective 


weapon against communistic 
propaganda and we as Investment 
Bankers should meet this respon- 
sibility for the preservation of our 
system and our country. 

Be proud of your heritage, of 
your country, and of the profit 
system. They have brought to you 
all the benefits of a free society 
where you can live and work as 
you please, worship as you please, 
and do with as you please, and do 
with as you please the property 
you have accumulated. Where else 
could you be so blessed? 

*President Bingham’s remarks before 
the 50th Annual Convention of the In- 


vestment Bankers Association of America, 
Hollywood Beach, Fla., Nov. 30, 1961. 
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New Frontiersmen Imperil 
Our Freedom and Future 


By George A. Newton,* Retiring President of the Investment 
Bankers Association of America; and Managing Partner of 


G. H. Walker & Co., St. Louis, Mo. 


Vigorous, candid defense of the investment banking industry against 
“unjustified vilification” is made by Mr. Newton on the occasion of 
his retirement as head of the IBA. Decrying governmental encroach- 
ment upon the economy, Mr. Newton finds singularly shocking and 
unnecessary government financing competition from the Federal Com- 
munity Facilities Loan Program, education and electric power pro- 
posals, and municipal industrial revenue bonds. The need to correct 
the twin plagues of the public’s misconceptions and misunderstanding 
of the industry is recognized by Mr. Newton who hopes that investors 
will benefit from continuing efforts to educate them on investing and 
from maintenance of the industry’s high standards. A big assist in 
this direction is expected from the IBA financed Wharton School 
study of the investment banking industry. 


Welcome to the 50th Convention 
of the Investment Bankers Asso- 
ciation of America. It concludes a 
year, during which a special effort 
has been made 
to emphasize 
the impor- 
tance of free 
enterprise and 
private capi- 
tal, for these 
are the an- 
swers to most 
of our prob- 
lems, abroad 
as well as at 
home. This is 
a system pow- 
ered by indi- 
vidual initia- 
tive and based 
on incentive to encourage maxi- 
mum performance by labor, man- 
agement and capital; where, in 
the long run, the greatest rewards 
go to those who produce results. 

The willingness of people to sur- 


render their authority and con- 


George A. Newton 





Sın 
Bean 
Mackie, 


Ine. NEW YORK 


Members New York Security Dealers Association 


trol, in order to enjoy the opiate 
atmosphere of “letting someone 
else do it” leads only to more 
troublesome days ahead. The 
growing reliance on Washington 
is alarming, for concentration of 
too much power in the Federal 
Government constitutes the great- 
est threat to our freedom and the 
future. 


Thus, I had thought originally, 
comments on these developments 
would be appropriate, for a grasp- 
ing government worries me and I 
admit getting a little nervous, at 
times, depending on Frontiersmen 
who worry about whether there 
will be enough work to do, and if 
so, whether they should spend 
more than 35 hours a week doing 
it, those who penalize fellow asso- 
ciates for exceeding production 
quotas, or strike to continue work 
assignments now obsolete; Fron- 
tiersmen lethargy in leadership, 
reluctant to assume responsibil- 
ity; Frontiersmen who want in- 
vestment guaranteed against risk, 
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criticize profits of others and ad- 
vocate government finance. Some- 
how, I find it considerably more 
comforting to think of the old- 
fashioned type of Frontiersmen, 
who survive because they are in- 
dustrious, courageous and self- 
reliant. 

But others have been directing 
attention to all this of late and by 
coincidence, several weeks ago, 
there was occasion to attend a 
two-day meeting of various asso- 
ciations where one of the sessions 
was devoted to discussion of “eth- 
ics in our daily lives.” As the list 
of horrible examples “droned”’ 
on, it occurred to me, that here 
was the investment banking in- 
dustry, the greatest living example 
on the face of the earth of good 
ethics in our daily lives; yet an 
industry often maligned, monoto- 
nously made the scapegoat of 
others, and berated with fury, es- 
pecially in election years. So 
popular is the sport, even Khrush- 
chev employed the technique, 
when earlier this year, he is al- 
leged to have said, “The American 
people want peace, but the capi- 
talists of Wall Street push them 
on to war.” 


Why the Unjustified 
Vilification? 

Why this unjustified vilifica- 
tion? Here is the industry that is 
the backbone of free enterprise, 
providing the thrifty with invest- 
ment opportunity to share in the 
growth and wealth of their nation, 
channeling these funds to business 
and industry, so their needs may 
be financed with private capital, 
not government dole. Here are 
thousands of men and women of 
various ages and experience han- 
dling, daily, millions of other peo- 
ple’s dollars without default. For 
instance, take a three million share 
day on the New York Stock 
Exchange and assume a price of 
$30 per share (I imagine it is 
more) you have $90 million in- 





volved. Most of the transactions 
have two brokers, so that makes 
$180 million being handled in one 
day, and this is the New York 
Stock Exchange alone. In addi- 
tion, there are the other ex- 
changes, and the over-the-counter 
market, including municipal bonds 
and governments. The magnitude 
is staggering. 

Perhaps it may be said the in- 
dustry still suffers from shadows 
of less noble days of years gone 
by, but it is the present that 
counts. Even the Church had its 
dark ages but reached the prom- 
ised land by continuing to preach 
its Gospel. Is it not time we 
preach ours that each of us do 
something about it? 

This time a year ago, it was 
noted that ours is an industry of 
integrity; that so seldom was she 
violated that when it did occur it 
was front-page news; that such 
publicity is long remembered and 
attributed to the entire industry; 
that, therefore, the conduct of each 
of us must be impeccable for to act 
otherwise compromises not only 
our associates and members of 
the industry, but the free enter- 
prise system as well. Unfortu- 
nately, during the year we have 
been so exposed, and now we 
must endure crowded quarters 
and trying conditions as others 
move in and seek to apply their 
particular brand of fumigation to 
the entire household. However, a 
happier thought is that the Secu- 
rities and Exchange Commission 
has been the official body desig- 
nated to inquire into the Securi- 
ties Markets and their operation. 
Although the Commission and the 
Industry have disagreed on fre- 
quent occasions, there has been 
every effort to reach a mutually 
satisfactory solution. Therefore, 
the opportunity is welcomed to 
see if between us there is any- 
thing that can be done to improve 
the operation of the Securities 
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Markets and related practices and 
procedures in order for the Indus- 
try to better perform its functions. 
Our complete cooperation can be 
expected to achieve this goal. 


Two Continual Plagues 


Fortunately, misconduct is sel- 
dom with us. The industry’s es- 
tablished code of business conduct 
goes far beyond requirements of 
the law. No industry polices it- 
self so well. But unfortunately, 
there are, what I think of, as two 
girl friends of Misconduct, that 
plague us continually—Misunder- 
standing and Misconception. I 
have been told it’s quite compli- 
cated to live with one unmarried 
woman, but to do so with three is 
impossible. 


With respect to ‘““misunderstand- 
ing,” I recall that when I first 
went to St. Louis I was most im- 
pressed by our municipal man, 
who would pick up the telephone 
and say, “Yes, I’ll take $250,000 of 
them. We will underwrite a half 
a million .. .” and then he would 
scribble a little something on a 
piece of paper. I was somewhat 
concerned, coming from a law of- 
fice, where a flunky like myself 
would have worked a week on a 
$10,000 contract and if it had been 
$100,000 a partner of the firm 
would have been sitting beside me 
and for half a million the whole 
firm would have been in the act. 
So I went to our senior partner 
in St. Louis, who has been around 
the business for many years, and 
suggested that it might be a good 
idea to have a more detailed 
memorandum, or something more 
elaborate in the file to avoid “‘mis- 
understandings.” He put his arm 
around me and said, “George, we 
just don’t do business with people 
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who have ‘misunderstandings’. 

With so strict a code within the 
industry, it must be that we fail 
“to get through” to the public— 


Stifel, Nicolaus & Company, Incorporated 
St. Louis 


Warner, Jennings, Mandel & Longstreth 
Philadelphia 


Jones, Kreeger & Co. 


Washington 



























ne 


Tae EN pe a er wa 
es ers ew ene n 


ah AEE A TEATA 




































Volume 194 Number 6120... The Commercial and Financial Chronicle 


fail to get our message across. So, 
emphasis on proper training of 
personnel and extreme care in 
communicating with customers, so 
they are sure to understand, needs 
the attention of top management. 
In most cases of “misunderstand- 
ing,” it may be just “that” to us, 
but to the customer, it is gener- 
ally, “I’ve been ’ad,” and that’s 
not what I.B.A. stands for. 


Remedying the Public’s 
Misconception 


Misconception of the investment 
banking industry and its objec- 
tives is widespread. Few realize 
how essential the investment in- 
dustry is to the economy, the func- 
tions it performs, or the signifi- 
cant part it plays in one’s daily 
life. Too often, it is viewed akin 
to “legalized bookie shops” as 
people are tempted to act by ru- 
mor and tip, ignoring what the 
I.B.A. advocates—“Investigate be- 
fore acting.” Therefore, we must 
be more informative, better in- 
formed ourselves, and more ar- 
ticulate about this great industry 
and free enterprise. 

As ground work, the most sig- 
nificant step taken by the associ- 
ation, was last year, in authoriz- 
ing the grant of $150,000 to the 
Wharton School to undertake a 
study of the investment banking 
industry. This culminated three 
years of work, considering how 
best might be assembled basic in- 
formation, facts and figures con- 
cerning the investment banking 
industry. The resulting manu- 
script should be of great value to 
the public and the Government. 
How effectively it may help the 
investment banking industry, will 
depend in large measure on what 
use each of us makes of the mate- 
rial in developing better under- 
standing of the industry’s func- 
tions and operations and in what 
respects, procedures and practices, 
possibly, can be improved by our 
respective firms, to better serve 
the customer. 

Further reference, specifically 
to Association action in promoting 
the “General Welfare” is illus- 
trated by the Association’s posi- 
tion regarding industrial revenue 


bonds, with disfavor. Here is your 
Association at its best, facing up 
to a difficult question, considering 
the issue on fundamentals, and 
reaching its conclusions as con- 
science and good judgment of the 
majority dictates regardless of 
possible financial loss to members. 
It is recognized that a few have 
not followed the Association’s pol- 
icy and that increasing numbers 
may join their ranks; neverthe- 
less, the Association has demon- 
strated the courage of its convic- 
tions and leaves to each member 
the choice of part it wants to play 
in this type of financing, with 
“time” and “self” the final critic. 


IBA’s Stand on Federal Aid to 
Education 


Willingness of the Association 
to make its position known on 
national issues was evidenced by 
its vigorous stand opposing Fed- 
eral aid to education. Although 
many members shared with a 
multitude of others the apprehen- 
sion of Federal invasion of this 
field, the Association avoided the 
“issues of emotion” and based its 
case on “insufficient need,” using 
as its example the proposed pro- 
gram of classroom construction 
for elementary and secondary 
schools. Government figures were 
reported as showing there was an 
immediate need for 66,000 new 
classrooms and that an additional 
76,000 were required to replace 
ones now obsolete. I.B.A. figures, 
which remain unchallenged to 
date, point out that for the past 
four years, the number of ele- 
mentary and secondary classrooms 
constructed by municipalities, av- 
eraged better than 69,000 per year 
and that in the month of January, 
1961, municipalities voted more 
bond issue dollars for construc- 
tion of elementary and secondary 
classrooms, than in any other 
month in history. Government 
figures supporting the balance of 
the program become suspect as 
well. Should not the entire ques- 
tion of “need” be reviewed? 

Coincident with the merit of 
these domestic programs, is their 
impact on the Federal budget. 
Their insatiable appetite for dol- 
lars is vividly illustrated by the 
college housing program. Prior to 
1950, this type of facility had not 
been financed by the Federal 
Government. In 1950, $300,000,000 
was provided for a five-year pe- 
riod. In 1955 there was provided 
for the next five-year period, ap- 
proximately $1,300,000,000; and, in 
1960 there was provided approxi- 
mately $1,300,000,000 more, but 
this for only a four-year period. 
Thus, even the imagination is 
strained to envision the gargan- 
tuan sum that would be consumed 
in the general field of education. 
Compared with the many other 
demands for Government funds, 
can this really be considered so 
great a need, especially when the 


performance of the municipalities 
and private institutions has been 
so outstanding? 


Shocking Government 
Competition 

Unnecessary government spend- 
ing, at its “shocking worst” has 
been seen under the Federal Com- 
munity Facilities Loan Program, 
as presently administered. Here 
our concern is not just with “gov- 
ernment spending” but with “sub- 
stitution” of government funds for 
private capital. The now publi- 
cized Charleston, W. Va. financ- 
ing, where bids by private capital 
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at an interest rate of 3.945% were 
rejected for Federal funds at in- 
terest rates less than the Federal 
Government itself could borrow, 
stands as a sickening reminder 
that the contest is not between al- 
leged selfish interests of invest- 
ment bankers and the public in- 
terest, but is a mortal conflict 
between private capital and gov- 
ernment financing. 

A struggle of similar nature and 
equally disturbing, is the direct 
competition of expanding govern- 
ment electricity, with that of pri- 
vately-owned, taxpaying public 
utilities. 

Thus, in opposing such proposed 
government programs, of which 
there are so many, the Investment 
Bankers Association, is not guilty 
of a negative approach to modern- 
day problems, but is vigorously 
advocating the principles of free 
enterprise and private capital as 
the proven weapons of strength 
which have made this nation great, 
and which can bring victory out 
of the current struggle, if not mis- 
handled or abandoned for some- 
thing else of passing fancy. 


Regardless of talk about social 
and political ideologies, the strug- 
gle is fundamentally economic. It 
is said, “This is a struggle for 
men’s minds.” Perhaps, but first, 
it is more important to fill men’s 
stomachs. This has been the sphere 


of free enterprise supremacy, if 
man will work intelligently, as- 
sume responsibility and have 
faith. Throughout history, wrong 
oft seems so strong. Yet, through 
faith, and a willingness to lead, 
right has turned to might! 

Where is there displayed more 
faith in each other, than demon- 
strated daily by members of this 
industry, as commitments, large 
and small, are made and carried 
out by word of mouth, a scribbled 
note, or brief memo? To those 
who seek to discredit this industry 
by reference to isolated transac- 
tions, shame on their dirty minds! 
No industry handles so much, so 
well! 

As a relative newcomer to the 
world of investment banking, I 
am grateful for the heritage and 
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tradition you have shared with 
me, tarnished at times by a very 
few, but polished ever brighter 
by the multitude of individuals 
who never forget their responsi- 
bility to serve the public as best 
they can. The proudest moments 
of my life have been this year 
with you. As I said about half-way 
through, I may get into trouble, 
but its sure going to be with 
classy people and in places of 
repute. 

The greatest testimonial to the 
character of this industry, are the 
women to whom its men are mar- 
ried. With their inspiration and 
example, we will achieve greater 
success; and perhaps, with their 
proven ability, to get across their 
point, they will teach us an effec- 
tive way to “get through” to oth- 
ers the story of the Investment 
Banking Industry, and that I.B.A. 
symbolizes “Integrity Before All.” 
Sha aliris by Mr. Newton before the 
50th Convention of the Investment 


Bankers Association of America, Holly- 
wood Beach, Fla., Nov. 27, 1961. 
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Raising the Standards of 
The Securities Business 


By William L. Cary,* Chairman, Securities and Exchange 
Commission, Washington, D. C. 


Investment bankers’ orientation on the SEC’s relationship with, and 
expectation of, the industry sketches some of the areas to be 


probed by forthcoming full study of the securities industry. 


They 


include questions concerning: (1) professionalism and quality of 
broker-dealers and salesmen besides the use of part-time salesmen 
and branch office multiplication; (2) over-the-counter market trading 
and distribution encompassing extending listed disclosure require- 
ments to counter issues, short-swing trading, underwriting practices, 
and “after-market” trading pattern of such things as determinants 
of substantial premium over offering price; (3) American Stock and 
other exchanges’ operations and problems; and (4) certain patterns, 


policies and practices of investment companies. 


General theme of 


Mr. Gary’s address dwells on ethics and professionalism, and the 
industry is asked to share fully with the SEC the responsibility for 


maintaining and raising the standards of conduct. 


Mr. Cary does 


not propose delaying the Commission’s work during the investigation. 


Ours is a newly constituted Com- 
mission. Four Commissioners 
have been appointed in 1961, and 
one in 1960. Under these circum- 
stances, I am 
sure invest- 
ment bankers 
might seek 
some notion 
of our point 
of view. I 
might say that 
our back- 
grounds are 
varied. One of 
us is a form- 
er United 
States Senator 
and Chairman 
of the Sub- 
committee of 
the Banking 
and Currency Committee which 
has jurisdiction over the SEC; two 
are outstanding past members of 
the Commission’s staff; the fourth 
was a practicing lawyer with 
heavy experience in corporate 
finance. I am a former professor 
and part-time practitioner. 


In general, I venture that I 
speak for my colleagues; my 
views, though, are in no way 
binding upon them. We function as 
a true Commission, with five 
voters, always independent, oc- 
casionally differing from one an- 
other, but at the same time oper- 
ating in a general atmosphere of 
harmony and respect. 


SEC’s Position 


First of all, let me make it 
clear that our position is not anti- 
Wall Street or any other street. 
Such a point of view is doctri- 
naire, totally undiscriminating 
and irresponsible. The financial 
centers of this country, and in- 
deed of the world, have within 
them all elements and are an 


William L. Cary 


integral segment of American 
life. Personally, having spent my 
life in the practice and teaching 
of corporate law, with an address 
at No. 1 Wall Street, I would find 
it hard suddenly to regard all my 
past associations with rancor. 


Secondly, investment bankers 
are the responsible leaders in the 
industry who — happily — are 
evolving the standards of a true 
profession. We may have occa- 
sional differences in point of view. 
But in essence I firmly believe 
that we both are aiming for the 
same ends, and that cooperation 
can and should be anticipated. 

Thirdly, we believe in strong 
enforcement of the securities laws 
as they stand. It is commonplace 
to note that this is an era of eco- 
nomic “good times.” The Wall 
Street Journal, with which some 
may be remotely familiar, had a 
story about some Southern Pacific 
Railroad detectives following a 
wire out to a box car and finding 
there a hobo sleeping under an 
electric blanket. Times indeed 
have changed when even pan- 
handlers are not totally impecu- 
nious. 

The crescendo of registration 
statements with which the Com- 
mission is daily confronted is 
testimony to the lively state of 
the underwriting business. This 
output has been coupled with 
very active market conditions. 
These factors create a greater op- 
portunity for the development of 
fraudulent and manipulative prac- 
tices. Responsible members of 
the industry, I believe, recognize 
the potential problems now pres- 
ent in our securities markets and 
agree with me that the climate 
calls for vigorous enforcement. 
Over and over again in New 
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York, before I came down to 
Washington, I had eminent lead- 
ers in the investment banking 
industry take me aside and tell 
me that certain corrections are 
needed. I emphasize that action, 
both legislative and enforcement, 
will be selective, and not a broad- 
side. 


Raising Ethical Standards 


Fourth and finally, I believe 
that ethical standards must move 
upward. Today anyone would be 
shocked with a comment attrib- 
uted to a 19th Centuary railroad 
buccaneer: “Why buy the shares, 
if we can buy the directors.” 
Thanks in substantial part to the 
securities laws—accounting rules, 
disclosure standards, and prin- 
ciples of fair dealing have devel- 
oped almost by a process of ac- 
cretion. While in law school 
during the early 30’s I remember 
the overwhelming fears expressed 
over the 1933, 1934 and the 1935 
Acts. I wonder how many today 
are still opposed to the disclosure 
philosophy—which is now gain- 
ing ground on the Continent? 
How many accountants and an- 
alysts would like to return to the 
accounting rules of the 20’s? And 
how many people in the utility 
industry—comparing the jigsaw 
of a utility empire then with their 
corporate structures today—would 
feel that their industry is worse 
off? Some would say in fact that 
the Holding Company Act may 
well have saved them from wider 
governmental ownership. 

This does not mean, however, 
that everyone in the financial 
community is benevolent. Fur- 
thermore, should we adopt an 
attitude of satisfaction with the 
status quo? In the past 6 months 
I have had a chance to observe 
the resourcefulness of the secu- 
rities industry in adopting new 
forms of financing. Why is there 
not room for growth and im- 
provement in standards as well? 
Ethics too, can, and should be, 
dynamic. As a practical as well 
as a theoretical matter, the basic 
principle underlying securities 
regulation is that of fiduciary 
responsibility. Mr. Chief Justice 
Stone—himself a corporate law- 
yer—phrased this thought some 
33 years ago: 

“I venture to assert that when 
the history of the financial era 
which has just drawn to a close 
comes to be written, most of its 
mistakes and its major faults will 
be ascribed to the failure to ob- 
serve the fiduciary principle, the 
precept as old as holy writ, that 
ʻa man cannot serve two masters.’ 
More than a century ago equity 
gave a hospitable reception to 
that principle and the common 
law was not slow to follow in giv- 
ing its recognition. No thinking 
man can believe that an econ- 
omy built upon a business foun- 
dation can permanently endure 
without some loyalty to that prin- 
ciple .. .” 

Laws are often enacted to rem- 
edy the abuses of the fringe ele- 
ments of society—in our case the 
ethically marginal securities 
operator. To avoid increasing 
regulation, investment bankers 
share with us the responsibility 
for maintaining and indeed for 
raising standards of conduct. 

While we are enjoying this cur- 
rent prosperity, we must recog- 
nize, as the President has pointed 


out, that we are destined to live 
out most, if not all, of our life- 
time in uncertainty, challenge 
and peril; that our very system 
with all its virtues of freedom is 
at stake. Interestingly enough, 
only a few days ago a Polish 
Marxist philosopher brought to 
the attention of his own people 
that the strongest propaganda 
against communism today in the 
capitalistic world is the concept 
of freedom of the individual. He 
argued that more of it should 
exist within a Marxist socialist 
system. 


Freedom Requires Responsibility 
Not Abuse 


At the same time we must 
likewise recognize that freedom 
can survive only if coupled with 
responsibility. The public inter- 
est cannot permit abuse to be- 
come rampant under the guise of 
freedom. We can and must do 
our utmost to raise ethical stand- 
ards in a world where all values 
are being questioned, lest we 
deteriorate to the level of our 
adversary. This then is competi- 
tion of another kind — in the 
ethics of business conduct as well 
as in economic systems. Here is 
an area in which complacency 
may not be permitted to flourish 
in the glow of economic well- 
being. 


Forthcoming Securities Markets’ 
Study 


Now, how can we carry these 
general principles concretely over 
to the study of the securities mar- 
kets which Congress has com- 
missioned us to undertake? Be- 
fore going to substance, let me 
make a few comments on proce- 
dure. At the outset, let me assure 
one and all that this is not a 
publicity venture. There will be 
no midget perched upon anyone’s 
lap. This study will be responsi- 
ble, as evidenced by the choice 
of its director—a highly responsi- 
ble lawyer. Anyone who has seen 
Milton H. Cohen in action is 
aware of his broad grasp of the 
securities field, both as a gov- 
ernmental official and active 
private practitioner. At the same 
time, even though the investiga- 
tion will not be flamboyant, I 
would add that in our opinion 
some public hearings should in 
all probability be held. 

Finally, with respect to proce- 
dure, I want to emphasize that 
this study will not be divorced 
from the continuing work of the 
Commission. We shall not sit and 
wait for the report in January 
1963 if weaknesses come to light 
in our own administration of ex- 
isting laws or in current industry 
practice. There is something anti- 
climatic about awaiting a pro- 
tracted study and delaying all 
action until its ultimate submis- 
sion and digestion. Therefore, 
where the need of change is 
demonstrated, action will be taken 
as soon as possible through 
amendment of our rules or early 
legislative proposals. 

Turning now to substance, let 
me point out this is the first 
major study of securities prac- 
tices and the market in 30 years. 
Much has happened in that in- 
terim in terms of the growth of 
the markets, proliferation in stock 
ownership, and changes in dis- 
tribution and selling methods. The 
time is ripe for a new appraisal. 


Study Will Be Wide in Scope 
_ The study will be broad and 
inclusive in scope. Breadth of ap- 
proach is clearly the dictate and 
intention of the Congress. As 
Senator Williams of New Jersey 
said on the Senate floor: “It is 
intended that this study and in- 
vestigation be wide in scope; 
otherwise the resulting informa- 
tion will not enable Congress to 
examine the broad spectrum of 
the securities industry.” The 
Commission has already been de- 
veloping areas of inquiry. Lines 
have not been rigidly fixed as 
yet, but we do have some defi- 
nite ideas on subject matter, I 
should like at this point to go 
over some of the areas which the 
Commission contemplates exam- 
ining in this study. 

An orderly and informed secu- 
rities market depends to a great 
extent on the knowledgeability 
and integrity of broker - dealers 
and their salesmen. It is the 
salesmen who have immediate 
contact with the public, It is they 
who advise customers on the 
proper selection of securities. It 
is they who must fulfill the duty 
to know their customers imposed 
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by exchange and NASD rules. It 
is the broker-dealers, employing 
these salesmen, who must bear a 
responsibility of maintaining the 
necessary standards by adequate 
supervision. Responsible conduct 
on the part of broker-dealers and 
their salesmen can, and should 
be, our keystone, 


Certain factors may lead to a 
deterioration of standards in the 
marketing area. I cite by way of 
illustration the following: 


(1) Part-time salesmen, who 
may operate from door-to-door 
and be remote from experienced 
supervisors. 


(2) The growth of branch of- 
fices which may lead again to the 
potential separation of salesmen 
from supervisory officials. 


(3) The growth of the base of 
stock ownership which has un- 
doubtedly injected into the mar- 
ket less experienced investors and 
speculators. 


(4) The sheer volume of activ- 
ity on the market. 


I do not say that any of these 
factors in and of themselves will 
erode standards. Part-time sales- 
men may be the most competent 
and ethical individuals. Profes- 
sionalism, however, is harder to 
develop on a part-time basis. 

The Commission is encouraged 
by the efforts of the industry to 
improve the standards of sales- 
men and broker-dealers—by any 
steps taken to inject a higher 
degree of professionalism into the 
securities business. We welcome 
the establishment of more rigor- 
ous tests as a condition to 
registration of salesmen. In 
furtherance of this goal of pro- 
fessionalism, we expect to deter- 
mine what might be developed to 
improve the training, sense of 
responsibility, and general quality 
of broker-dealers and salesmen 


Over-the-Counter Market 


_ A second broad area of inquiry 
in the market study will be an 
examination of the over-the- 
counter market. This will encom- 
pass both distribution and trading 
in that market and regulatory 
jurisdiction over issuers. The lat- 
ter poses the problem of the 
extent to which reporting require- 
ments, proxy regulation, and 
restrictions on insider trading 
should be applicable to issuers 
whose securities are traded in the 
over - the - counter market. This 
problem has already been exten- 
sively analyzed and we do not 
intend to retrace our steps. On 
the basis of prior studies, it is 
difficult to avoid the conclusion 
that, in principle, investors in 
over-the-counter securities should 
be protected by the same type of 
measures governing listed securi- 
ties. I believe informed judgment 
is the basis of a free and respon- 
sive securities market and that 
stockholders, investors, and se- 
curities analysts must have cur- 
rent information of material 
events affecting a company to be 
able to make intelligent invest- 
ment decisions. Information about 
an issuer should not be sealed off 
once a company has offered its 
securities to the public. Nor 
should it be limited to officers, 
directors, and controlling persons, 
that class denominated as insiders. 

Beyond disclosure there are 
other questions to consider. For 
example, should not the ethic of 
the office impose restrictions on 
short-swing trading as now im- 
posed on insiders in companies 
having listed securities? Again, 
the argument is advanced that 
broker-dealers must both be rep- 
resented on the board of directors 
and maintain a market in a com- 
pany’s stock. Our job is -to find 
out whether this argument is 
soundly based. Thus _ further 
studies may be needed to settle 
some of the more controversial 


questions involving concrete ap- 











plication of the provisions of the 
Exchange Act. 


Underwriting Practices 


We shall also review current 
underwriting practices. We have 
noted with interest the increasing 
use of various forms of special 
underwriting compensation, such 
as cheap stock and options. We 
have seen in a few cases extra- 
ordinarily high commissions in 
cash or stock and wonder whether 
the taking of such compensation is 
consistent with just and equitable 
principles of trade. Also, in a few 
instances—but a few is too many 
—we have noted public offerings 
of the securities of companies 
whose only business seems to be 
the manufacture of its securities. 
A distinguished engineer and 
board chairman told me that he 
asked a president what his com- 
pany made, and the reply was 
$2 a share. What are the respon- 
sibilities of the underwriter who 
participates in a public distribu- 
tion of securities? I know that 
many require far more infor- 
mation from an issuer prior to 
underwriting its securities than 
will be presented in a prospectus. 
Should not this type of careful 
inquiry be the standard for the 
industry? Does anything less satis- 
fy the objectives of the Securities 
Act and the Securities Exchange 
Act? Just as you must “know your 
customer,” should you not “know 
your issuer”? 


Premium Over Offering Price 


In connection with our analysis 
of the distribution process, we 
shall study in depth the distribu- 
tion and “after market” trading 
pattern of issues offered to the 
public for the first time. Particu- 
lar attention will be paid to issues 
in which the first trading price 
of a security represents a substan- 
tial premium over its public of- 
fering price. The staff will attempt 
to determine what is the cause 
of this premium. whether it re- 
sults wholly from supply and de- 
mand or from practices which 
are intended to generate a certain 
type of market reaction. Among 
the practices which will be ana- 
lyzed are those whose effect might 
be to restrict artificially the float- 
ing supply of stock in an initial 
distribution, such as sales to in- 


siders or preferred customers 
who agree not to resell for a 
given period and sales to 


discretionary accounts where the 
customer has no immediate 
knowledge of the transaction. 
Furthermore, after-market activi- 
ties which might tend to maintain 
or inflate prices will be reviewed. 
These include the requirement 
that a customer who buys at the 
offering price purchase additional 
shares at higher prices in the 
after market; open market pur- 
chases by insiders, underwriters 
and others for the purpose of 
maintaining a market; and the 
use of bids in the “pink sheets” 
to give the appearance of after 
market activity. The Commission 
will have to determine which of 
the foregoing activities actually 
are occurring with frequency and 
the extent to which they operate 
as fraudulent or deceptive prac- 
tices. 


ASE and Other Exchange 
Questions 

The staff of the Commission is 
nearing completion of its investi- 
gation of the rules, policies and 
procedures of the American Stock 
Exchange relating to the conduct 
of specialists and other members. 
It is anticipated that the staff re- 
port in that investigation will be 
coordinated with a general in- 
quiry into exchange problems. In 
this area, it is anticipated that we 
will take a new and comprehen- 
sive look, in light of past experi- 
ence and present conditions, at 
certain basic questions that have 
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been the subject of continuing 
concern, such as the specialist’s 
role, trading by members, block 
distributions on and off the ex- 
change, and the like. 

Another very important area 
for inquiry deals with credit re- 
strictions on the purchase of se- 
curities. There are at present 
numerous gaps and inconsistencies 
in the margin requirements. We 
shall attempt to determine if there 
is a rational or necessary basis 
for allowing these to continue. At 
present the credit problem has 
gained prominence because of the 
insolvency of a large factoring 
concern which allegedly was lend- 
ing substantial amounts of money 
to customers for the purchase of 
securities. 
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Mutual Fund Examination 

Finally, I should like to com- 
ment briefly on investment com- 
panies. Although some may not 
be directly involved in this aspect 
of the industry, I am sure they 
recognize the growing impact of 
the mutual fund on the economy. 
At the outset I should like to 
make it clear that the Commis- 
sion does not in any way desire 
to impair the effective and proper 
operation of mutual funds, or to 
question the mutual fund as an 
important medium for public in- 
vestment, We do, however, believe 
that certain practices, patterns, 
and policies in the investment 
company area warrant close ex- 
amination. The 50-odd law suits 
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involving mutual funds and their 
affiliates focus attention inevi- 
tably on certain ways of doing 
business. In the course of the 
market study we shall analyze 
selling practices of mutual fund 
salesmen. Independent of this 
study, the Commission itself has 
been undertaking a review of in- 
vestment company relations with 
their investment advisers, brokers 


and underwriters; the participa- 
tion by underwriters and dealers 
in investment advisory fees; joint 
transactions between the invest- 
ment company and affiliated per- 
sons; and other practices such as 
“reciprocal business.” The Invest- 
ment Company Size Study under- 
taken at the request of the Com- 
mission by the Wharton School of 
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Finance of the University of 
Pennsylvania ís nearing comple- 
tion and should provide useful 
data. The Commission will review 
and study all pertinent informa- 
tion with a view towards formu- 
lating a sound program in the 
investment company area. 

In conclusion, I want to re- 
emphasize the anticipation and 
desire of the Commission for con- 
tinuing and full industry coopera- 
tion on all the problems jointly 
facing us. We have a common 
goal—to raise the standards of the 
securities business. 





*An address by Mr. Cary before the 
50th Annual Convention of the Invest- 
ment Bankers Association of America, 
Hollywood, Fla., Nov. 28, 1961. 
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Shifting Gears in 
The Canadian Economy 


By Norman J. Alexander,* General Manager, James Richardson & 
Sons, Winnipeg, Canada; and Chairman of the Canadian Committee 
of Investment Bankers Association of America. 


Refusing to go along with his countrymen’s dark mood of doubt, 
Mr. Alexander submits Canada can cope with her critical problems. 
He avers the business upturn is well in progress — though still rela- 
tively unnoticed. Moreover, Mr. Alexander admits Canadians have 
only themselves to blame for “overbuying ... the Paley Report,” 
and declares the economy must develop its secondary industries to 
be competitive at home and abroad. Further, he commends the suc- 
cessful temporary steps pursued in what he calls “Operations Clean- 
up” to help the Canadian dollar and trade, and outlines what should 
be done for the more permanent “Operation on Course.” 


I would like to comment upon 
certain features of the Canadian 
economy and what is being done 
about them. The disappointingly 
slow growth 
in Canada in 
1960 contrast- 
ed sharply 
with the wide- 
spread op- 
timism ex- 
pressed at the 
beginning of 
that year and 
may well have 
dictated the 
cautious early 
prognostica- 
tions made for 
1961. There is 
no question 
now thata 
business upturn is well in progress 
in Canada, but it has not attracted 
too much attention. 


Maybe the upturn has been 
largely masked by the interest 
that is directed to the “burning 
issues of the day” in the form of 
unemployment, the discount on 
the Canadian dollar and the build- 
ing of exports in the face of Great 
Britain’s proposed entry in the 
Common Market. 

Nevertheless, Canadians indi- 
vidually are much concerned 
about Canada’s economic feature 
but collective planning and action 
in a purposive sense has been 
regrettably slow in developing. 


While I have to admit that 
economic Canada has arrived at 
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a critical point in history, I am 
not prepared to concede that this 
critical point is dangerous and I 
do not in any way share the dark 
mood of doubt which is a feature 
that afflicts all too much Cana- 
dian thinking. 


Stout of Heart 


Canada is a Nation with a 
stout heart. We have the economic 
strength and human resources to 
meet and solve our knotty prob- 
lems. Introspection, which can be 
an unhealthy attitude in both na- 
tions and individuals, will in 
Canada have to give way to criti- 
cal analysis, constructive thinking 
and courageous concerted plan- 
ning and leadership. 

The nature and extent of 
Canada’s resources from the first, 
when our exports were largely 
furs, has led to the development 
of an economy that has been de- 
pendent on International markets 
and never more so than today. 


We had so much that the world 
wanted and there was so much 
outside help eager to assist us in 
developing these resources. 


In passing, may I point out that 
half the foreign investment in 
Canada in the past decade has 
been direct investment in produc- 
tive resources which obviously has 
been good for Canada and does 
not leave her vulnerable to the 
flight of capital or difficulties in 
servicing it. 

Today Canada 
competition of a 


is facing the 
rehabilitated 


Europe and Japan with their 
modern plant and lower wage 
scale production. We are also 
competing with underdeveloped 
nations of Africa and Asia and 
elsewhere that are striving lustily 
for their place in the sun. 

Of course, we are by no means 
alone in fighting for markets but 
there are certain aspects of the 
Canadian economy that make the 
task very difficult. 


Canada’s resource industries can 
claim an efficiency as high as 
that of comparable industries any- 
where in the world. We can and 
are competing successfully on 
world markets and are a world 
supplier of basic resource prod- 
ucts. As such, however, we have 
become far too dependent on 
transportation and foreign mar- 
kets to support dynamic industry 
growth such as that seen in the 
United States. 


Must Develop Secondary 
Industries 


If we have trapped ourselves by 
overbuying the arguments of the 
Paley Reporth, we have only our- 
selves to blame. The long and 
short of it is that Canada, in order 
to maintain the high standard of 
living of which we are proud is 
going to have to develop our sec- 
ondary industries to a point where 
they too can compete domesti- 
cally and in a very substantial 
manner on the world market. 


Canadian secondary industry, 
while for the most part techni- 
cally first rate, has been geared 
to the limited home market. It 
has, in varying degrees, been pro- 
tected by tariffs but it has been 
difficult to make headway against 
the mass production methods and 
wage scales of other countries. 
The premium which has prevailed 
on the Canadian dollar for a num- 
ber of years has not helped. Under 
the circumstances it is not sur- 
prising that Canada’s secondary 
industry has not been featured 
amongst the real growth segments 
of our economy. 


If Canadian secondary industry 
can be moved into the good 
growth category, there is little 
question that we will have taken 
the long step toward solving the 
problems of unemployment which 
is threatening to assume ominous 
proportions. 
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Canada’s resource industries 
such as forestry, mining, and oil 
today employ few more than they 
did a decade ago. Agriculture is 
actually employing less and the 
absorption of labor by secondary 
industry has not been sufficient 
to take up the slack in the labor 
force created by the normal popu- 
lation increases plus the crop of 
“war babies” that is now reaching 
the labor market. 


In short, Canada’s affairs have 
not been managed in a manner 
that has permitted the generation 
of sufficient business with the rest 
of the world to support continua- 
tion of her present high standard 
of living. While the obvious solu- 
tion to the problems is the build- 
ing of a far greater export trade 
there are many difficult bridges 
in our domestic affairs that must 
be crossed to achieve this goal. 


Not the least of these is the 
generation of an export capability 
by secondary industry which in 
the past has been geared to the 
limited home market with the 
accompanying curtailment of eco- 
nomic efficiency and productivity. 


Export Agency Created by the 
Government 


The Canadian Government at 
the beginning of 1961, through its 
Trade and Commerce Department 
began a determined drive for ex- 
port business. Trade commis- 
sioners in various countries were 
recalled to Ottawa and held long 
conferences with Canadian busi- 
nessmen. Trade commissions are 
now the order of the day. 


Under the aegis of the govern- 
ment, the Canadian chartered 
banks formed the Export Finance 
Corporation of Canada Ltd. to 
finance export sales for less than 
five-year paper while the govern- 
ment would take financing beyond 
that term. 


A National Productivity Council 
has been established by the gov- 
ernment. The Industrial Develop- 
ment Bank has been provided 
with additional financing capacity. 
In October 24 government trade 
commissions started out to visit 
overseas markets. Tax concessions 
have been made to promote in- 
creased research by industry and 
currently the government is re- 
ported to be considering establish- 
ing a fund to underwrite industrial 
research. 


The premium on the Canadian 
dollar has long been a handicap 
to Canadian exporters and domes- 
tic secondary industry. Steps have 
been taken to eliminate this 
handicap which was largely the 
result of the flow of capital into 
Canada on an excessive scale. 


The changes in the withholding 
tax rates made in the Baby Budget 
of December, 1960, were not de- 
signed to repel foreign capital 
from Canada but rather to remove 
special incentives to attract for- 
eign capital that were no longer 
necessary. Foreign capital is still 
needed in Canada and will be 
made welcome but there is no 
bonus for coming to Canada. 
When making this change the 
Minister of Finance also intro- 
duced other measures in regard to 
investment companies and pension 
plans that would promote more 
domestic investment by Canadians. 


The Canadian Dollar’s Value 


Probably the most dramatic 
development in connection with 
the dollar was the announcement 
in the June, 1961 Budget that the 
government intended to operate 
its exchange fund to lower the 
external value of the Canadian 


` dollar. This was a complete re- 
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versal of policy. Previously the 
government had claimed that 
such an undertaking would be far 
too costly. 

Exchange fund figures for July 
to September indicate that the 
Canadian dollar had largely been 





“talked down” to a discount as 
the fund actually lost U. S. dol- 
lars. Upward pressure however 
developed in a substantial way in 
October and the Canadian Gov- 
ernment had to purchase 187 
million U. S. dollars. 

To the independent observer 
this catalogue of moves made by 
the Federal Government to help 
Canada must seem to be lacking 
in pattern. Because they treat 
with largely unrelated individual 
aspects of our economy, they 
seem to become palliatives rather 
than a panacea or even a collec- 
tion of remedies. It is difficult to 
deny the accuracy of the observa- 
tion but at the same time it is 
only fair to say in defense that 
many constructive proposals be- 
come trapped and die in the 
political jungles of Canadian 
constitutional federalism. 


Constitutional complications, 
however, can be overcome by ap- 
propriate jurisprudence and can- 
not be permitted to stand in the 
way. As mentioned previously, 
Canadians individually are much 
concerned about our economic 
prospects, and great pressure is 
now being brought to bear upon 
the Federal Government for a 
review and overhaul of our eco- 
nomic practices, and the estab- 
lishment of bold new policies 
designed to meet the demands of 
the future. 


“Operation Cleanup” 


I would not want to leave 
members of the IBA with the im- 
pression that Canada has started 
on a desperate “Bootstraps” re- 
covery. I would suggest that the 
steps being taken might be 
labelled “Operation Cleanup.” It 
is action that is being taken to 


adjust our affairs — cleaning up 
our own yard—all of which is 
necessary preparation for the 


much greater and more important 

“Operation On Course.” 

Actually “Operation Cleanup” 
is being successful. It now looks 
as if, for the first time in a num- 
ber of years Canada will have a 
surplus in her merchandise trade. 
There has been a reduction in 
imports of capital. The GNP is 
rising, corporation profits are be- 
ginning to improve and with the 
increase in production, unem- 
ployment is decreasing. 

The beneficial effects of “Op- 
eration Cleanup” however, are 
likely to subside relatively 
quickly. It must be considered as 
a necessary but temporary meas- 
ure to give time to position our- 
selves for “Opeartion On Course.” 
It is not possible at this time to 
detail the ingredients of this 
cominb operation. To be success- 
ful, however, it must embody: 
(1) Courageous, determined and 

responsible leadership, at the 

highest level of authority. 

(2) Co-operation and co-ordina- 
tion of effort between manage- 
ment and labor as the two sides 
of industry and government. 


It is often said that adversity 
or hardship hastens maturity. 
Maybe that is what has happened 
in Canada. Certainly we have not 
had hardships but the modest set 
backs or recessions during the 
past five years contrast sharply in 
our minds with the relatively 


easy and rapid growth of the first 
ten post war years. 


We have suddenly come of age 
and now we are experiencing 
difficulty in adjusting our domes- 
tic affairs to meet the respon- 
sibilities that come with this new 
stature. In short we are having 
to learn to live not only with our- 
selves but with other nations in 
a rapidly changing but mature 
old world. 





*Remarks of Mr. Alexander before the 
50th Annual Convention of the Invest- 
ment Bankers Association of America, 
Hollywood Beach, Fla. 
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Thy Neighbor’s Dilemma 


By Herbert H. Lank,* President, Du Pont of Canada Limited, 
Montreal, Canada 


Canadian industrialist’s frank-spoken address warns us not to be 
surprised if Canada reverts to protectionism in order to acquire the 
wherewithal to service its mounting external debt, to reverse its 
slowed-down growth, and to keep Canadians masters of their own 
home. Sorely beset by ECM’s remarkable success, serious trade 
imbalance with us, and living off capital that provides for less and 
less native control, Canada is said to have a $540 per capita inter- 
national payments deficit. This figure, in comparison, adjusted to 
our population would mean $90 billion instead of currently $4 bil- 
lion U. S. A. imbalance. Mr., Lank opines no solution would result 
from a free trade pact with us or in joining ECM as currently op- 
erated. He suggests, instead, what we could do in our own self-in- 
terest to help his country, and adds that Canada would join any 
50-50 club—where trade pact membership offers the same privileges 
to all members. 


I felt highly honored when I was 
asked to address this gathering of 
Investment Bankers—that is, until 
it was brought to my attention 
what Aristotle 
said about 
your calling. 
He dismissed 
you with these 
words: “The 
most hated 
sort (of wealth 
getting), and 
with the 
greatest 
reason, is 
usury (that) 
which makes 
a gain out of 
money it- 
i 
moneywas 
intended to be used in exchange, 
but not to increase at interest. 
And this term interest, which 
means the birth of money from 
money, is applied to the breeding 
of money because the offspring 
resembles the parent. Wherefore 
of all modes of getting wealth, 
this is the most unnatural.” How- 
ever, you are not alone. We 
Canadians seem to be regarded in 
some quarters of world opinion 
with a similar jaundiced eye. 


In fact, things are not what they 
used to be north of that undefend- 
ed boundary about which a billion 
speeches have been made. So 
much has been said about Canada 
that you might wonder if one 
more speech is justified. Well, if 
you read “Gourmet,” you see 
every month that the humble egg 
reappears in some new and novel 
form in spite of the fact that eggs 
have been staple diet for count- 
less centuries. And Canada, like 
the egg, will continue to reappear 
in some different way for a long 
time to come. Currently, the 
Canadian situation is a bit 
scrambled. Aside from the many 
things that are right in Canada, 
there are many things wrong. But 
there is nothing seriously wrong 
with Canada that Canadians can’t 
fix—and I have come all this dis- 
tance to suggest that they might 
just do that all by themselves, 
unless her friends quickly decide 
that a co-operative approach to 
her economic difficulties (and, 
yes, to her economic aspirations) 
would be decidedly the better 
path to follow, for all concerned. 
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Self-Analysis in Progress 


Canadians are actively talking 
about where they are going as a 
country, whether they have been 
going fast enough and what new 
steps must be taken now to cor- 
rect the consequences of past 
errors and to help realize Canada’s 
potential. There exists a discon- 
tent with the attitudes and pro- 
cedures of the past which were 
developed to meet the challenges 
of a different era and yet have 
lived on. There is a spirit of in- 
quiry, of introspection and of 
sober review, and this can be seen 
in the many official studies being 
undertaken of economic prospects 
and of particular industry groups, 
as well as by the many pleas and 
proposals put forth by business 


and community leaders and by 
our statesmen. 


Today’s generation of Cana- 
dians, nurtured on the cry of an 
earlier statesman that “The 
Twentieth Century belongs to 
Canada” are bothered by such 
basic questions as why our per 
capita output last year was actu- 
ally below that of 1956; why our 
trade with the United States is so 
seriously imbalanced; and why 
control over major segments of 
Canadian industry continues to 
slip away. Some thinking Cana- 
dians seriously wonder whether 
Canada can continue very long as 
a separate community’ unless 
drastic steps are taken. 


Having long ago achieved 
nationhood and having sustained 
it in the face of long odds of 
geography, demography and eco- 
nomics, Canadians are not at all 
disposed to throw in the sponge. 


Fear of Common Market 


Some of the anxiety in Canada 
naturally arises out of the re- 
markable success of the European 
Common Market. There, in contrast 
to our own economy (where last 
winter we had 11% of our work 
force unemployed), there is a 
record of accelerated growth, ris- 
ing productivity and virtually no 
unemployment. In the EEC, the 
sober setting of objectives and the 
existence of a common sense of 
purpose toward achieving them is 
yielding the desired results, and 
the average Canadian wishes 
there were more of this at home. 
In my opinion, there is as much 
talk in influential Canadian cir- 
cles of the EEC as there is of 
Russia. This derives from the 
inescapable fact that Canada is, 
relatively speaking, much more 
of an international trading nation 
than is, for example, the United 
States. 

There is, in fact, sound statisti- 
cal evidence to indicate that basic 
re-thinking of Canada’s position 
is urgently needed. In this respect, 
Canada is in ferment and one 
need not be surprised if—as I 
hope—bold proposals result. 


Productivity Static 


One of the darker areas in the 
Canadian canvas is growth. The 
country’s historic economic 
growth, from 1920 to 1956, was 
3.75% per year, in volume terms. 
Since then, it has slowed down to 
1.7%. Taking into account our 
growing work force, productivity 
per worker has remained static 
over the past five years. If we 
are merely to absorb the net new 
entrants to the labor force and 
reduce our current high unem- 
ployment to more normal levels in 
future, with no allowance for in- 
creased productivity, the rate of 
growth during the next five years 
will have to average 3.2% per 
year—almost double the current 
rate. But actually, I believe 
Canada has to achieve an annual 
increase of 5% if it is to develop 
properly. What’s more, I think 
this goal is entirely attainable. 

We will have to direct greater 
attention to the more productive 
industries if we are to reach a 





significantly higher level of pro- 
duction and incomes. But it isn’t 
at all easy. Aside from being one- 
tenth the size of the United States, 
population-wise, Canada has long 
been exposed to U. S. tastes and 
this has served to “fragment” the 
Canadian market. 

For example, 24 Canadian man- 
ufacturers of refrigerators com- 
pete for the 340,000-unit Canadian 
market, whereas in the U. S. it is 
felt that the minimum size for an 
efficiently organized manufacturer 
is 250,000 units per year. One of 
Canada’s large rubber companies 
feels called upon to turn out 600 
different sizes of tires in its single 
plant. The majority of these 
Canadian companies are U. S. con- 
trolled but the barriers to trade 
between the two countries make 
rationalization of production al- 
most impossible. This is largely 
due to the GATT rules and the 
Most Favored Nation philosophy, 
which would make available to all 
countries any U. S. concession de- 
signed to assist Canada. 

We have long basked in the 
sunshine of being a natural- 
resource storehouse for the world 
but Canadians feel they are get- 


ting short-changed in the process. 
They are questioning the wisdom 
of having about 75% of their im- 
ports come in the form of manu- 
factured products. They are, in 
short, becoming weary of provid- 
ing skilled jobs, high living 
standards and tax revenues to 
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their foreign suppliers in such an 
imbalanced manner. 

There seems to be one highly 
complex Canadian import which 
the United States welcomes—that 
is, people. For many years, and 
each year, Canada has supplied 
the U. S. with more college 
graduates by far than any univer- 
sity in the U. S. Traditionally, 
Canada has been able to offset 
this debilitating trend by bringing 
in Europeans, but this year it 
looks as though Canada will lose 
more through emigration than she 
will gain through immigration. 
Last year Canada provided the 
U. S. with 5,400 professionally 
trained immigrants (out of the 
total of 47,000 coming to you from 
Canada). 


Balance of Payments Deficits 


And now for another problem 
—our large deficit balance of pay- 
ments. One of the first lessons I 
learned outside the classroom was 
this: “The purpose of exports is 


to pay for imports.” We seem to 
have accepted the unorthodox 
slogan that “Trading is virtuous— 
the more the better” without due 
regard for the nature or the bal- 
ance of such trade. Such virtue, 
obviously, has not been its own 
reward. 

I won’t dwell on the statistics, 
but it’s worth noting that in the 
last 10 years Canada has chalked 
up a total deficit of more than 
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$8% billion in commodity trade 


and other international trans- 
actions — about $540 for every 
man, woman and child in the 


country. Such a per capita figure, 
had it prevailed in the United 
States, would have amounted to 
$90 billion in total. Now some 
people may enjoy luxuriating in a 
debtor position but this has 
reached a perilous stage. There 
was great national concern in the 
United States last year when it 
was running a deficit balance ap- 
proaching $4 billion and there are 
grounds for continuing concern. 
Canadians have every sympathy 
for you and feel that your con- 
cern is fully justified. Neither 
nations nor individuals can con- 
tinue for long to spend more than 
they earn. Canada’s position in 
this respect is many times worse 
than that of the U. S. propor- 
tionately. 


Add to this the fact that any 
adverse trade balance weighs 
more heavily on the Canadian 
economy than on the American 
by the simple fact that foreign 
trade looms much larger as a fact 
of economic life in our case than 
it does in yours. Since the late 
1920s, U. S. commodity imports 
and exports have usually been 


below 5% of the U. S. GNP. 
Canadian exports and imports 
during the same period have 
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“Peace or War?” 


By John J. McCloy,* Counsel, Milbank, Tweed, Hope & Hadley, 
New York, N. Y., and Member, Board of Directors, The Chase 


Manhattan Bank, 


New York, N. Y. 


A new international “free world” economic organization and a wider 
appreciation of the world’s political problems by those holding re- 
sponsible economic positions is the principal note struck by Mr. 
McCloy. It is aimed at those, here and abroad, who still propound 
the simple remedies of yesterday for today’s problems without taking 
into consideration vast complicated changes and dangerous interna- 
tional repercussions if they are adopted. Reviewed are diverse pro- 
posals to cure our balance of payments deficit, and the difficulties 
of dealing with the U.S.S.R. illustrated by first-hand recollections of 
their disarmament duplicity. What Mr. McCloy envisions is the 
U. S. A. following, somehow, Britain’s footsteps in joining or enlarging 
the “free world” membership of the pioneering ECM. This step, he says, 
is what is needed to—and can easily—outdistance the Sino-Soviet 
mass which before long will seriously mount their economic challenge. 


I have had some difficulty in se- 
lecting a subject which seemed 
appropriate for a group of invest- 
ment bankers. Perhaps it is be- 
cause there 
are sO many 
problems in 
this country 
whose deter- 
mination af- 
fects values 
or investment 
that it is dif- 
ficult to sin- 
gle out any 
particular 
one. I sup- 
pose a num- 
ber of them 
will be dis- 
cussed at talks 
and panels 
during the course of this meeting, 
and I am sure there are few, if 
any, to which I could contribute 
any new thinking. 

Recently I happen to have been 
concentrating on what I suppose 
might be called the problem of 
peace and war and its relation to 
disarmament. It is so absorbing a 
problem that it is rather difficult 


to shift one’s thinking to anything 
else. On the surface this may 
seem to be somewhat far removed 
from the consideration of security 
exchange regulations or market- 
ing problems in the selling of se- 
curities, and yet it is hard to 
think of any aspect of this prob- 
lem which could not deeply affect 
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any business, including invest- 
ment banking. 

Let us say, for example, that 
the Soviets suddenly accepted a 
far-reaching disarmament pro- 
gram under principles to which 
we are committed. The effect that 
it would have on your economy 
could be quite drastic. What it 
would do to some of our growth 
stocks, the airplane manufacturers 
and many other modern producers 
would be very marked. How much 
of our industry is today related to 
defense, directly or indirectly? I 
have seen a number of figures— 
figures depend largely upon 
what you mean by the word “in- 
directly.” Suppose we say 20% or 
even 25%, whatever the percent- 
age is—we all know our defense 
activity has become an enormous 
factor in our economy and a com- 
prehensive disarmament plant, if 
put into effect, would require 
some major readjustments. They 
are adjustments which could be 
made, but they would not be 
minor. Or suppose the aid pro- 
gram was suddenly abandoned? 
We hear a lot about its wastage 
and its ineffectiveness. We do not 
hear as much about its successes, 
but we could rather rapidly cal- 
culate what effect it would have 
upon our exports. 

And this leads me to ask what 
effect the political situation in 


which we find ourselves has upon 
our balance of payments prob- 
lem, of which we hear so much 
today. I think this reference to 
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balance of payments may be a 
good starting point for me to 
stress my main thesis, namely, the 
necessity of a wider appreciation 
of the world’s political problems 
on the part of those in positions 
of economic responsibility in this 
country. There was a time not 
long since when if we had a bal- 
ance of payments problem, cer- 
tain classical, homespun remedies 
could rather readily be applied 
with the certainty of almost im- 
mediate relief. If there was any 
pain involved, it was largely do- 
mestic and such steps could be 
taken without serious interna- 
tional repercussions. Things have 
changed, however. 


Payments Deficit at 
“Serious Proportions” 


After a short period when our 
accounts were roughly in balance, 
we are again faced with a deficit 
of serious proportions. We know 
that we cannot long stand a $2 
or $3 billion deficit in those bal- 
ances without serious impairment 
of our currency, and the impair- 
ment of our currency would have 
a profound effect on our security 
and that of the Free World. The 
fact is, however, that though we 
can’t permit the deficits to persist, 
we do not enjoy the freedom of 
action to deal with them that 
other nations enjoy. If we sud- 
denly applied a ban on foreign 
investments; if we shut off all aid; 
if we did not permit foreign 
travel; if we hoisted our interest 
rates and our tariffs; if we closed 
down on foreign investments; if 
we withdrew our troops from 
Europe and cut our military ex- 
penditures overseas, we would 
not have a balance of payments 
problem, but we would have some 
other problems so serious that we 
might even seek a little imbal- 
ance to remedy them. 

There has been a disposition on 
the part of some critics abroad to 
take us to task for our failure to 
apply some of these measures and 
to point to their own discipline 
in the face of similar deficits. 


Some of the criticism may be 
justified, but more often I believe 
it fails to take into account the 
far greater complications we face, 
as well as the fact that not so long 
ago in large part it was our aid 
which helped and even enabled 
them to take the measures which 
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brought about their improved 
position. 

Our task of balancing payments 
is immeasurably complicated by 
the political situation the world 
faces. If we did clamp down in 
the way many advocate we 
should, we might well bring about 
a collapse of our whole world 
position. Other countries not in 
position of leadership do not have 
to weigh as carefully as do we the 
impact of what we do on the 
strength and political attitude of 
a large number of countries and 
peoples, including some in Eu- 
rope. If they were suddenly de- 
prived of our markets and capital, 
and were at the same time called 
upon to take up larger shares of 
economic aid to under-developed 
countries and a larger share of 
their overall military responsi- 
bilities, we would probably have 
to face a recurrence of new ap- 
peals for help. 


U. S. Must Move Cautiously 


Constant vigilance must be 
maintained to keep our currency 
strong but how it is to be done 
and the speed with which it is to 
be done demands a much more 
thoughtful decision from us than 
it does from nations unburdened 
with the rather heavy crown of 
Free World leadership. To put it 
another way, it requires more 
than monetary adjustments to ar- 
rive at the proper decision. It 
may well involve a rather agoniz- 
ing reappraisal of a number of 
international political elements as 
well. This presents a rather nar- 
row ridge along which those re- 
sponsible for our financial plan- 
ning have to travel compared 
with the paths others can choose. 
It has constantly to be kept in 
mind by all that the danger to 
our security and that of the Free 
World is located fairly close up 
on both slopes. 


Some time ago I tried to devel- 
op this question of our interna- 
tional payments position in detail 
before another somewhat more 
regional group of investment 
bankers, and I am not going to 
repeat the effort at this time. The 
fact is that since then the world 
situation has become even more 
challenging, more serious, and ac- 
cordingly any decisions we make 
in this field may be both more 
significant and more difficult in 
the great struggle which is now 
going on between the Communist 
world and the Free World. And 
I do believe that some of our 
European colleagues are more 
conscious of this fact and the mu- 
tuality of all our problems is be- 
coming better appreciated than it 
has been in the past. The Mone- 
tary Fund meetings have in part 
been responsible for this and this 
points to a moral I would later 
draw. 

“Peace or War”? 


Now I should like to say some- 
thing about which I believe is 
really the burning question of the 
day and that is the likelihood of 
peace or war in this troubled 
world. I often wish I had the vi- 
sion to speak confidently about 
the likelihood of war. Others do 
and they, of course, are entitled 
to their opinions, but somehow I 
am rarely ever alarmed or com- 
forted by what they say. From 
all the factors I can appraise I am 
bound to conclude that the situa- 
tion is serious and the issue far 
from settled. 


What we all know is that the 
Soviets and ourselves possess be- 
tween us the means by which we 
could bring civilization as we now 
know it to an end—an end from 
which mankind might take the 
better part of a century to re- 
cover. After ages of endeavor 
mankind has achieved the doubt- 
ful success of inventing what is 
almost the ultimate weapon. This 
fact could be the starting point 
towards the elimination of war as 
a means of settling our interna- 
tional disputes, or it could mean 
the starting point of disaster. I 
venture to say that no one really 
knows what the consequence of 
man’s possession of these weapons 
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may be, but my belief is that the 
avoidance of war will not follow 
automatically from their mere 
existence. Mankind has too long a 
record of stupidities for us to take 
much comfort in the thought that 
because war has now become ir- 
rational, it will not occur. If war 
is to be avoided, it will require 
thought and effort rather than a 
mere balance of fear; it will re- 
quire, as I see it, a high order of 
statesmanship and some good for- 
tune; and it will also require an 
enlightened body of opinion be- 
hind the statesmen who make the 
decisions. 

I think Mr. Khrushchev has 
demonstrated to his own and to 
our Satisfaction that he can put 
up a 100 megaton bomb. If he did 
not explode one quite that large 
in this last series of tests, he made 
it clear he could, and I have no 
doubt we could explode a 100 
megaton or indeed a 1,000 mega- 
ton bomb ourselves if we thought 
it necessary. And if war came it 
would really not take very many 
of them to bring about an entirely 
new and very much simplified 
order of things in what would be 
ieft of this world. 


World Attitudes Not Comforting 


We also know that the world is 
torn by as sharp an ideological and 
political schism as has ever ex- 
isted in modern times. Perhaps 
the division was deeper and more 
hostile when the infidel was set 
against the Christian in the Mid- 
dle Ages; maybe it was deeper 
when the barbarian opposed 
Rome, but whatever the historical 
analogy, it is clear that the pres- 
sures, the intrigues, the propa- 
ganda, the determination, the 
abusive interchanges between 
ourselves and the Communists are 
about as great as they can be 
short of war, and the combination 
of the atmosphere which these 
produce and the existence of 
these mass destruction weapons 
is, to put it mildly, far from com- 
forting when we contemplate the 
possibilities of an outbreak. 


I can understand people going 
about their business (as if their 
survival was not also their busi- 
ness) without giving much 
thought or attention to the inter- 
national threats and incidents 
simply because they truly feel 
there is nothing they can do about 
them; I can also understand how 
they may have an opinion in re- 
gard to the likelihood of trouble 
over Berlin, but I do not see how 
within reason anyone can feel 
with any assurance that peace can 
be preserved interminably, how- 
ever sharp the issues, merely by 
the continuity of great armed 
strength on both sides. I have not 
yet seen emerge a satisfactory 
answer to the Berlin problem, but 
let us say that by some honorable 
and wise action not yet recogniz- 
able, we do pass the crisis of 
Berlin, what about the next one, 
for these crises have an unpleas- 
ant record of recurring. 


We can all recall how at the 
outset of World War II there 
were a succession of crises, such 
as Austria, Czechoslovakia. These 
were passed, if not without some 
misgivings, and then came Poland. 
It takes, I submit, more than a 
nice balance of weapons to keep 
the touch-off issue from arising if 
no fundamental change in the 
situation takes place. I conclude 
that our imperative is to do some- 
thing to change the conditions 
under which we are now labor- 
ing, and that it is incumbent upon 
all those who claim to be knowl- 
edgeable and responsible mem- 
bers of the community to give 
thought as to what can be done 
to change these conditions. 


It is considerations such as 
these which have caused so much 
attention to be centered upon dis- 
armament in recent years. Al- 
though in itself it is not the an- 
swer to the threat of war, the 
concept of disarmament is strong- 
ly imbedded in people’s minds as 
an aid to it. If we could stop the 
arms race and beat our swords 


Continued on page 82 
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Dilemma Confronting U. S. 
Regarding Latin America 


By Dr. Milton S. Eisenhower,* President, Johns Hopkins University, 
Baltimore, Md. 


Depiction of grave national dilemma confronting us with respect to 
our Latin American responsibilities reflects much of Dr. Eisenhower's 
first hand study as Presidential Special Ambassador and Personal 


Representative in 1953, 1957, 1959 and 1960. 


Dr. Eisenhower finds 


we must quickly increase our aid to that area but observes that the 
needed, and committed, amount of $20 billion in the next 10 years 
comes at a financially inopportune time for us even though it will 
be mostly in the form of public credits. Noting that past similar aid 
has left us with annual imbalances and that we now have a serious 
international deficit payments problem, the University head ponders 
the disastrous threat this poses for our country and the free world. 
Resolvable suggestions made include: (1) more foreign aid from the 


developed free world; (2) keep 


our export costs down; and (3) 


restrict our foreign aid to the imperative and, if need be, set up a 
priority as to which part of the world needs our aid the most and 
concentrate it there. 


I 


Investment bankers, as leading 
investment counsellors and ad- 
ministrators, must be deeply con- 
cerned, as I am, with trends in 
international 
finance which 
threaten the 
soundness of 
our currency 
at the very 
time that 
world leader- 
ship places 
increased 
burdens upon 
us. In this 
situation we 
are compelled 


to make 
choices, none 
of which Dr. M. S. Eisenhower 


seems to be 

attractive. I want to discuss this 
national dilemma in relation to 
our responsibilities in one major 
area of the world—namely, Latin 
America. 

I am sure we all recognize the 
exacting interdependence of the 
United States and the republics of 
Latin America. Our private and 
public investments in these coun- 
tries exceed $11 billion and, save 
in Cuba where unmitigated rob- 
bery has replaced honesty and 
decency, our investments earn a 
fair return. Trade with Latin 
America—amounting to $4 billion 
a year each way—exceeds that 
with Europe and with all other 
areas of the world, except Can- 
ada. We import from Latin Amer- 
ica a vast array of primary com- 
modities which are indispensable 
to the operation of our immense 
industrial and business complex, 
and we export to Latin America 
manufactured and processed 
goods that represent the entire 
gamut of our production. 

But the economic significance 
of the American nations to our 
welfare is no greater than their 
social, cultural, and political im- 
portance to us. Most of the na- 
tions of this hemisphere adhere, 
as we do, to the Judaic-Christian 
philosophy which places human 
values above material considera- 
tions. Together, we cherish inde- 
pendence, freedom, human 
dignity, and mutuality in human 
relations. We seek to maintain 
political and social institutions 
which are most conducive to the 
enhancement of these supreme 
human values. Hence, we abhor 
totalitarianism in every form, and 
in most situations we find our- 
selves standing together in the 
world struggle which will in 
time decide whether humanity 
will progress in freedom or again 
be bound by the age-old fetters 
of tyranny imposed by an omnip- 
otent state. 


Revolt Against Poverty 

Unfortunately, most of the na- 
tions of Latin America have not 
progressed economically as 
rapidly as they could and should. 
Hence, we find that_ economic 
matters dominate the Thinking of 
our southern neighbors, some- 
times to the point of subordinat- 





ing concern for human dignity 
and individual freedom. 

The average per capita income 
in Latin America varies from $55 
a year in one nation to nearly 
$1,100 in another. The disparities 
within each of the Latin countries 
are even greater than between 
countries. It is not at all uncom- 
mon in a Latin American country 
for a relatively few families to be 
quite rich, some fabulously so. 
The number of middle-income 
families is few. The masses of the 
people are desperately poor. 

Economic and social stratifica- 
tion is an inheritance which has 
been evident from the beginning 
of Latin American history. But 
modern communication has 
alerted the masses to the fact that 
poverty, human misery, and deg- 


radation are neither universal nor | 


inevitable. We therefore are wit- 


nessing widespread, insistent de- © 
mands for reforms — reforms & 
which will enable productive # 
enterprise to benefit ali of the # 


people, as it does in the United 
States. 


Since World War II the revolu- i 
tionary threat has been growing : 


in Latin America with bewilder- 
ing speed. We in the United States 
have tried as best we could to be 
helpful. We have provided tech- 
nical assistance designed to at- 


tack the problem of mass illiter- e 


acy and to improve the level of 


education generally; to increase ~ 


and diversify agriculture; to ex- 
pand health facilities, 
bring better management into gov- 
ernmental, industrial, business 


and other undertakings. We have = 
shipped large quantities of sur- ; 


plus food to meet emergency sit- 


uations which threatened starva- ; 
tion, and we have extended loans © 
to speed economic development. # 


In the past eight years, we have 


doubled the rate of public and . 
private investment in Latin = 


America, as compared to any 
previous period. 

Now, under the 1960 Act of 
Bogota, fostered by President 
Eisenhower, and the Charter of 
Punta del Este, 
President Kennedy 


proposal, we have guaranteed to 
provide Latin America with $20 
billion, mostly public credits, in 
the next 10 years. 


i 
This guarantee poses the first 
part of the dilemma I mentioned. 
The United States is today, and 
has been for several years, in 


and to # 






sponsored by # 
in harmony = 
with his Alliance for Progress = 






period, foreign claims against 
United States gold increased by 
$4.7 billion. Today, foreign claims 
exceed our total gold supply by 
more than $2 billion. Since more 
than $11 billion in gold must by 
law be held in reserve as backing 
for our currency, the actual defi- 
ciency in our gold supply, to set- 
tle international accounts, has 
reached more than $13 billion and 
threatens to become greater. 


How long the United States can 
tolerate this situation without en- 
countering financial difficulties, 
which would be disastrous both 
domestically and throughout the 
free world, surely merits careful 
consideration. 


Dillon’s Policy 


Secretary Dillon, testifying be- 
fore the Senate Committee on 
Appropriations shortly after our 
Punta del Este commitment for 
greater aid to Latin America said: 
“I wish to emphasize that it is the 
form in which aid is extended... 
that is most relevant to this ques- 
tion (of international balances). 
Under the new program, as at 
present, we will continue to place 
primary emphasis on the purchase 
of United States goods and serv- 
ices by aid recipients. The pre- 
ponderant bulk of foreign aid ex- 
penditures will be made in the 
United States. Such expenditures, 
which are accompanied by Amer- 
ican exports, have no adverse im- 
pact on our balance of payments. 
Our objective will be to reserve 
between 75 and 80% of the avail- 
able funds for procurement of 
United States goods and services.” 


It must be noted, however, that 
the policy enunciated by Secre- 
tary Dillon has been in effect for 
several years and has left us with 
the annual imbalance I have men- 


















serious difficulty in the field of © 


international balance of payments. = 
Exports of goods and services © 
from the United States continue © 


to exceed imports by $3 to $4 bil- 


lion a year. But support of our © 


military forces abroad, military 
and economic aid to other coun- 
tries, including Latin America, 
and a steady outflow of private 
investment capital have overcome 
favorable trade balances and have 
yielded a deficit in international 
balances each year. Between 1957 
and 1961 our gold reserves de- 
clined by $5.4 billion. In the same 
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tioned. It follows that greater aid 
to Latin America or any other 
external area will enhance the 
problem. 

m 


The opposite phase of our di- 
lemma is that we must quickly 
increase aid to Latin America to 
meet the rapidly growing threat 
of revolution. We see dramatic 
evidence of political instability 
today in Ecuador, Northern Bra- 
zil, Peru, Panama, El Salvador, 
and other countries. The threat 
of revolution has been made far 
more dangerous by the spread of 
Castro-communism in Central 
and South America. 

Most persons in the United 
States are mystified by the sup- 
port which the egocentric, flam- 
boyant dictator, Castro, has at- 
tained throughout the hemisphere, 
while we view his inhumanity as 
being worse than that of Trujillo, 
Perez Jimenez, and Peron. If we 
are to exercise the degree of 
patience required of us—if we are 
to be effective in keeping Latin 
America within the fold of free- 
dom-loving nations—it is impera- 
tive that we understand why this 
divergence of view has developed. 


The Castro Story 


In the tumultuous months fol- 
lowing Castro’s victory as a revo- 
lutionary leader, four distinct is- 
sues emerged: First, was Cuba at 
last to enjoy democratic freedom, 
or to suffer still another tyranny, 
even worse than that imposed by 
the arrogant Sergeant Batista? 
Second, if tyranny were the un- 
happy lot of the people, would it 
be indigenous or would it — in 
defiance of policies to which the 


whole American community ad- 
heres—be dominated by a subver- 
sive extracontinental power? 
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Third, would threatened expro- 
priations of property be handled 
in harmony with international 
custom or would they be outright 
thefts? And, fourth, would Castro, 
either as democratic leader or 
dictator, proceed with promised 
social reforms which initially had 
gained him the support of Cubans 
and of the hemisphere generally? 
As events unfolded, most per- 
sons in the United States gave 
primary attention to the first 
three of these issues. Most peo- 
ples in Latin America were more 
concerned with the fourth, the 
promise of social reforms. 


Consequently, our attitude be- 
came deeply aud unanimously 
antagonistic. That in Latin Amer- 
ica became ambivalent, though 
mainly sympathetic. 

This divergence in attitudes 
was due to a sharp change in our 
thinking, not so much in theirs. 
At the height of the revolutionary 
struggle and even for a short time 
after Castro seized power, he was 
a hero in Cuba, in Latin America, 
in the United States—indeed, in 
all the free world. This was a 
natural reaction of decent people 
who were disgusted with the 
brutality of Batista and deluded 
by Castro’s repeated promises 
that, when the revolutionary 
forces succeeded, the constitution 
of 1940 would become the su- 
preme law of the land. He guar- 
anteed freedom of information, 
all rights set forth in the con- 
stitution, and general elections 
within a year after the defeat of 
Batista. His propaganda continu- 
ously called for “a free and dem- 
ocratic Cuba dedicated to social 
and economic justice.” 


But shortly after he came to 
power, Castro began to reveal 


Continued on page 76 
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Growing Role of the SBICs 


By Phil David Fine,* Deputy Administrator of the Small 
Business Administration, Washington, D.C. 





Investment bankers are brought up to date on the growth and impact 
of SBICs since their statutory inception in 1958, and invited to par- 
ticipate more fully in this financing medium. SBICs are said to now 
number 425 companies, with nearly $450 million in capital and $700 
million investment potential, which include 42 that have gone public 
in the total amount of $300 million with another 17 SBICs currently in 
registration for a total of $80 million more. Described is the investor 
appeal these companies have, their contribution to the economy’s 
growth, the participatory role of commercial banks, and the growing 
awareness of all this in the investment banking field. 


Although a few years ago there that long-term funds for small 
were few, I’m sure, who ever business were not easily avail- 
visualized the government’s being able, passed a law authorizing the 
in the investment banking busi- Small Business Administration to 
ness as an license, supervise and, in certain 
active partner, cases, help finance small business 
we are very investment companies which 
much in it to- would serve as sources of equity 
day through capital and long-term loans to 
the Small small businesses. 


Business In- There have been sources of 
vestment equity capital available to larger 
Company pro- businesses almost since the begin- 
gram. ning of our country. And there 

For those have always been individuals and 
who are not businesses ready to invest in 





fu l ly a E= promising situations. 

quainted with What the SBIC has done is to 
SBICs, per- institutionalize the procurement of 
haps I should site venture capital for small business 
describe this Phil David Fine 2nd make the rules open for pub- 


program in lic scrutiny very much as invest- 
brief. In 1958 the Congress, after ment bankers and major stock 
completion of a study by the Fed- exchanges have done for bigger 
eral Reserve which established businesses. 
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Prior to the SBIC a small busi- 
nessman usually sought venture 
capital on varying terms by con- 
tacting friends, or friends of 
friends and any who would listen. 
But it was always difficult to ob- 
tain in adequate sums, and in re- 
cent years small business found it 
well nigh impossible to obtain 
equity funds. 

By formalizing sources of funds 
for small businesses through the 
SBIC, the government has pro- 
vided an instrument needed to 
meet a situation in which our 
economy has grown so big, in a 
sense, that demands for such 
funds had outdistanced the sup- 


ply. 

But the SBIC has done more 
than formalize the rules for ob- 
taining equity capital and to bring 
the sources out in the open. 

It has expanded to a tremen- 
dous degree both an awareness of 
and the sources of venture capital 
funds. 


Beyond that, it has provided for 
small business men previously 
oriented toward only commercial 
loans, an awareness of sources of 
equity funds and at the same 
time, indirectly, directed them to 

people and organizations which 
were able to provide them with 
knowledge of other financing in- 
struments beside loans, instru- 
ments of financing of which some 
were previously unaware. 


These have been incidental de- 
velopments. The primary aim of 
the program was to create and 
formalize sources of capital for 
small business. 


42 Gone “Public” 


As proof that the principal aim 
has a good running start in the 
proper direction, I cite the fact 
that as of Nov. 29 there are nearly 
425 small business investment 
companies in business, with near- 
ly $450 million in capital and 
with investment potential in 
small business of $700 million. 
This capital has always existed, 
but it has never before been con- 
centrated into even a dozen 
groups to say nothing of 425 com- 
panies. 

I might add that the SBIC pro- 
gram has had a direct benefit for 
some investment bankers as well 
as possible future benefits on 
which I plan to touch. Because 42 
of these SBIC’s aware that their 
initial funds were inadequate to 
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meet the needs which they saw 
coming up, promptly went “pub- 
lic’ through underwritings con- 
ducted by quite a few members 
of the IBA. 

The total amount of their pub- 
lic sales was more than $300 mil- 
lion while another 17 SBIC’s are 
in registration with the SEC for 
$80 million more. 

This represents a fair bit of 
business for the investment bank- 
ing business. 

If the volume of sales were the 
only criterion by which to judge 
the SBIC, it would be less than 
impressive in comparison to un- 
derwritings in other fields. 

However, it is the awareness 
displayed by people in the invest- 
ment banking field in recognizing 
that the SBIC had investor appeal 
which is deserving of attention. 

Ordinarily it takes quite a bit 
of time for reasonably widespread 
appreciation of the potentialities 
of a new investment medium. In 
this case, the investment banking 
fraternity took a good, hard look 
at SBICs and their principals— 
many of whom, I might add, can 
be found in any financial ‘‘Who’s 
Who”—and decided quickly they 
liked what they saw and that the 
new investment medium had 
worth. 

It had worth not only as an un- 
derwriting venture, it has worth 
now as a profit-making invest- 
ment medium which will show big 
appreciations in the future, the 
degree of which will depend 
upon the management personnel 
of each SBIC. 

Currently, these 42 'SBICs 
which are publicly held are sell- 
ing at prices averaging 118% of 
book value. 

While this ratio can be sub- 
jected to numerous interpreta- 
tions by dozens of securities an- 
alysts, it is nevertheless a firm 
indication of public acceptance of 
SBICs after only a year—or 
slightly more for a very few 


companies — as an investment 
medium. 
Not “Out of Vogue” 
And, I might add, it contra- 


venes to a considerable degree the 
recent statement in Barron’s edi- 
torial that SBICs are “out of 
vogue” in Wall Street. 

But regardless of criticism by 
Barron’s—or any other publica- 
tion—it is an established fact that 
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since the first of this year, 27 
SBICs have had successful public 
sales of stock for nearly $210 
million, $132 million of which was 
sold in July, August and Sep- 
tember of this year, and that does 
not include the 17 now in regis- 
tration for still another $80 mil- 
lion. 


And it ought to be noted that 
more than 60 SBICs number 
among their principal stockhold- 
ers—and in some cases the sole 
shareholder—more than 125 of 
the Nation’s banks, including 
some of the largest in the country. 


A good example of what this 
public acceptance—through secu- 
rities underwriters—has done 
can be shown in a single instance. 


One SBIC, backed by a small 
group of banks—among other 
stockholders—sought the public 
sale of stock jointly through an 
underwriting firm with limited 
experience and reputation, and 
through a hastily set up organiza- 
tion composed mainly of the com- 
mercial banks listed among the 
stockholders. 


The underwriting firm under- 
took the sale on a “best efforts” 
basis. 

The net result at the end of a 
year was that less than $200,000 
in stock had been sold, less than 
a good underwriter could place in 
a half day. 

Convinced finally that commer- 
cial banks are not equipped for 
such projects, and after settling 
with the original underwriter, the 
SBIC began anew. With a com- 
plete reorganization and by en- 
listing the services of an estab- 
lished investment banking firm, 
the SBIC was able to complete a 
successful public sale amounting 
to more than $5 million within a 
few weeks. 

Presently, there are in exist- 
ence 425 SBICs, with total capital 
available or about to be available 
for investment in small business 
amounting to $500 million. In 
addition to this sum, they have a 
borrowing potential from the SBA 
of 50% of that figure, $250 mil- 
lion, or $750 million altogether. 
And this is exclusive of their bor- 
rowing power from outside 
sources. 

This growth is buttressed fur- 
ther by another 300 proposals 
either ready for licensing or un- 
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der review for another $120 mil- 
lion. 


Many of these will be going 
public as the awareness grows 
that to maintain an adequate 
portfolio requires more than the 
minimum capital with which so 
many started in the early stages 
of the program. 


Let’s go back in history a bit. 


How Did This Phenomenon, the 
SBIC, Come About? 
From the Federal Reserve 
study mentioned earlier, which 
was the synthesis of findings by 
Congressional groups holding 
hearings across the country for 
more than three years, the Small 
Business Investment Act of 1958 
was born, and with it the SBICs. 


In the beginning there were 
those seeking to form SBICs who 
lacked investment knowledge and 
who saw in the program possibil- 
ities which they couldn’t prop- 
erly evaluate. 

But, there were those also who 
sensed immediately what an SBIC 
could become; analyzed its favor- 
able tax climate, saw the tremen- 
dous need and moved into high 
gear. 

I cite an instance of the kind of 
situation best suited to the SBIC. 

A midwestern electronics en- 
gineer with considerable back- 
ground in his field and author of 
numerous papers on electronics, 
started his own firm. It consisted 
of a full time engineer, a secre- 
tary and some part-time help. 

Because he had helped develop 
instrument systems for guided 
missiles in the Naval Research 
Laboratory, he was able to obtain 
a consulting contract from a near- 
by Air Force Base. This was fol- 
lowed by development contracts 
with two commercial firms. 

At the end of his first year he 
showed a $5,000 net profit. 

In the following year he ob- 
tained contracts with three major 
missile manufacturers for the de- 
velopment of signal conditioners 
and other telemetering equip- 
ment. 

As a result of these contracts 
the firm developed a proprietary 
line of telemetering components 
and began the sale of these items. 
Sales for that year were $200,000, 
a 400% increase and he showed 
an after-tax profit of $24,000. 

The following year brought 
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growth and excellent potential 
but his individual resources were 
strained. Paydays were running 
90 days slow. He passed his sal- 
ary for three months and essential 
equipment was needed. 

A bank which earlier had ad- 
vanced $25,000 would advance no 
more. He needed equity money. 

A resourceful SBIC studying 
his application for funds, saw the 
potential which the bank would 
consider as an asset. 


An SBIC Entered the Picture 

His annual sales of $700,000 
were 350% higher than the pre- 
vious year; his net profits were 
double, even after the big per- 
centage bite taken by corporate 
income tax. His backlog stood at 
$1 million, and yet, he couldn’t 
pay his creditors and had a $26,- 
000 installment on income taxes 
due in March. 

His biggest single backlog was 
a $500,000 order for telephone fac- 
simile receivers and the others 
were for telemetering equipment. 

Working with his accountants, 
he made a financial analysis of 
his position and called in an un- 
derwriter’s representative. 

The underwriters, after an 
analysis of their own, said they 
were unable to assure any firm 
commitment for the sale of equity 
securities. 

Then the engineer contacted an 
SBIC. 

Eventually, he worked out an 
arrangement with two SBICs for 
$1 million in _ capitalization 
whereby he would set aside 50,000 
shares comprising 23% of the 
stock, for conversion at $4.50 a 
share, while the selling price 
would be $5 a share. 

The usual agreements regarding 
possible public sale followed and 
the electronics business was on its 
feet. The SBICs had adequate 
board representation and were 
satisfied. 

I won’t go into all the details, 
but the business has grown tre- 
mendously and the conversion 
rights of the SBICs would show a 
realizable profit of $96,000. 

However, at the rate the com- 
pany is growing, they both prefer 
to wait for bigger profits. 


Lesson for Underwriters 


This may seem a long detailed 
and drawn-out story, but I cited it 
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because it points out a lesson to 
be studied. 

An investment banking firm 
may or may not be interested in 
Regulation A financing. There are 
advantages and disadvantages to 
such financing. 

But, mark you, if you will go 
to the trouble of investigating the 
needs (and profit potentialities) 
of more than 150,000 of the Na- 
tion’s hitherto neglected small 
businesses — and by small busi- 
nesses I mean those manu- 
facturing and other businesses 
with assets of $250,000 and up- 
ward—you will, I am sure, decide 
its time you got in on a tre- 
mendous potentiality. 

Let me chart such a possibility. 

Lets suppose that the SBICs 
made the arrangements I’ve cited 
previously—and they are true ex- 
cept as to geographical location 
and manufacturing category. 

Again, let’s suppose the elec- 
tronics company grew to the point 
—as this one did—where it was 
ready for a public offering. 

It would then need a reputable 
underwriting house to handle its 
financial arrangements for such 
an offering. 

And your firm, like others, 
would hope that such a firm 
would be attracted by your repu- 
tation to come to you. You might 
get it. You might not. 

Now let’s suppose on the other 
hand that one of the SBICs which 
did supply the needed capital was 
a subsidiary company or affiliated 
with your underwriting firm. 

Where would that business go 
for financing? 

It wouldn’t go anywhere. It 
would so have the confidence in 
your affiliate SBIC that it would 
easily be guided to your parent 
firm for the funds it needed. 

This is no fanciful idea. 

Three participant underwriters 
already have strong financial in- 
terests in SBICs. More will fol- 
low. 

When Hillon, Manley and Clair, 
to synthesize underwriting firms, 
or Widder, Beanbody, began to 
realize that an SBIC can perform 
the same function for a securities 
underwriter that the Richmond 
baseball club does for the New 
York Yankees, that firm will hold 
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the same enviable spot the 
Yankees do in the major leagues 
of the investment banking field. 

It doesn’t take a Casey Stengel 
to know that if you can get one 
Tony Kubek out of 16 rookies on 
the Richmond team, you have a 
big profit coming. 


Nor does it take a senior part- 
ner in Lehman Brothers to know 
that one small business which is 
brought to the point where it has 
a successful public sale of stock 
will make up for the 10 or more 
in the subsidiary SBIC portfolio 
which show merely taxable prof- 
its. 

“Here to Stay” 

The SBIC is here to stay. 

What use is made of it by the 
investment banking fraternity is 
their decision to make. 

I point out only that it is now 
a tested medium (In their first 
eight months of the program 80 
SBICs showed a 12.8% return on 
invested capital) and can pro- 
duce profits for those with know- 
how. 

There is no place in the pro- 
gram for charlatans and those who 
lack management know how. The 
first will be punished and the 
second will wither. 

But for these who can view the 
potential of thousands of busi- 
nesses needing—and lacking—the 
financial guidance without which 
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success cannot be attained, a 
rich goal lies ahead. 


It will be rich for investment 
bankers as the operator of an 
SBIC—those tax benefits are not 
to be ignored—and of real ad- 
vantage to the businesses to be 
aided. 

Beyond this, in an appeal to 
both cupidity and patriotism, I 
point to what adequate financing 
for small businesses can do to 
help expand the potential might 
of our Nation, 

We live in a period where only 
the threat of our potential lies be- 
tween us and attack by an en- 
emy who would destroy us. 

If we do not keep pace we'll be 
a vulnerable target for attack. 

By forging ahead, we can 
achieve such potential that no en- 
emy will dare attempt a frontal 
attack, lest one segment remain 
alive to thrive, regain power and 
restore us to the point where we 
loom against challenge—and over- 
come through sheer will—the 
attacker who sought to destroy us. 


The challenge is the invest- 
ment banker’s—to expand our 
Nation’s businesses. So is the de- 


cision. 





*An address by Mr. Fine before the 
50th Annual Convention of the Invest- 
ment Bankers Association of America, 
Hollywood Beach, Fla., Nov. 29, 1961. 
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The Investment Banker and 


Merchant Marine Financing 


By Leonard F. Nichols,* Comptroller and Member, Maritime 
Subsidy Board, Maritime Administration, U.S. Dept. of Commerce. 


Facts and figures of the development and present state of U. S. 
Government Insured Merchant Marine Bonds are used to support 
prediction made of a growing future for and greater acceptance of 
these offerings. Mr. Nichols terms these issues as quasi-Government 
bonds; decries their present higher basis points differential over 
comparable securities; and opines they should now not yield at of- 
fering more than 50 basis points more than long term governments. 
He foresees their being priced somewhere between long term govern- 
ments and AAA corporates in the immediate future, and ultimately 


more closely approximating long-term governments. 


Investment 


bankers are advised to develop a supply of capital at reasonable 
rates and are warned not to adopt an attitude of relying solely upon 
Title XI insurance but to regard such transactions initially as a com- 
mercial venture and lastly as a government guaranteed project. 


On behalf of the Maritime Ad- 
ministration, U. S. Department of 
Commerce, I am indeed appre- 
ciative of this opportunity to 
discuss with 
members of e 
the IBA the 
role of private 
investment in 
the replace- 
ment program 
of the Amer- 
ican Merchant 
Marine. It is 
my sincere 
hope that as a 
result of this 
paper there 
will develop a 
better under- 
standing of 
the objectives 
of this program, a clearer per- 
ception of the means being util- 
ized in achieving its objectives, 
and the creation of an awareness 
of the program on the part of 
many present. 

The importance of ship replace- 
ment to the American Merchant 
Marine makes the continued suc- 
cess of the program imperative to 
the nation. An adequate Ameri- 
can merchant fleet is deemed es- 
sential to the maintenance of our 
foreign trade and commerce, vital 
to the stability of the Free World. 





L. F. Nichols 








Essential to Economy and 
Defense Posture 
This importance is recognized 
by no less an authority than 
President John F. Kennedy, who, 
in his National Maritime Day 


oe : Proclamation, called the American 


Merchant Marine “a major factor 
in maintaining the economy of 
the nation through serving the 
veacetime commerce of the United 
States,” and “American-flag ship- 
ping essential to the defense of 
this and other nations of the Free 
World and to the cause of free- 
dom on every continent.” 

The importance of U. S.-flag 
merchant ships is recognized also 
by Secretary of Commerce Luther 
H. Hodges, whose efforts on be- 
half of increasing this country’s 
exports are, I am sure, known to 
all investment bankers. But ex- 
ports and imports require ships, 
and in this regard Secretary 
Hodges has said: “I believe this 
country needs and I believe this 
country should and can have a 
strong, vigorous merchant ma- 
rine. I think that the Federal 
maritime programs which are 


adopted by future Congresses will 
and should take this into ac- 
count.” 

Thus, it is on the highest au- 
thority that the Maritime Admin- 
istration recognizes one of its 
major functions to be the main- 
tenance of modern, efficient, 
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U. S.-flag ships on the trade lanes 
of the world. 


At the very outset, permit me 
to recognize the constructive pro- 
fessional advice and service ren- 
dered over the past several years 
by a number of highly respected 
members of the banking and in- 
vestment industry. Were it not 
for their support, and personal 
advice to those of us in the Mari- 
time Administration who are re- 
sponsible for administering this 
program, it is doubtful that we 
would have progressed to our 
present posture. 


In order to adequately appre- 
ciate the ultimate benefits ac- 
cruing from the financing pro- 
grams to be discussed, it would 
appear helpful to bring into focus 
the greater national interests be- 
ing served by these programs both 
directly and indirectly, An ap- 
preciation of these interests 
should lead to the conclusion that 
the American Merchant Marine is 
a dynamic force at work daily 
influencing our economy, and 
our economic trade relations with 
other nations of the world. 


Not since Colonial days have 
American economic strength and 
survival depended so much on 
ties with the outside world, and 
the principal commercial link in 
these ties is provided by our 
American Merchant Marine. Fast, 
modern merchant ships are es- 
sential not only to our military 
strength but to our economic 
strength as well, and this factor 
is highly significant in main- 
taining our position as the lead- 
ing power in the Free World. 


Generates Billions of Income 


Research conducted by the 
Committee of American Steam- 
ship Lines indicates that our mer- 
chant marine employs more than 
200,000 in seafaring, shoreside 
and shipbuilding jobs, contributes 
several billion dollars annually 
to the economy, is an important 
customer of American farms and 
business, and is a substantial tax- 
payer. Our foreign trade provides 
direct employment for approxi- 
mately 4.5 million Americans and 
indirectly benefits all workers. A 
further study of this Committee 
has also indicated that since 1946, 
85% of net operating subsidy 
costs paid out by the government 
has been offset by Federal in- 
come taxes paid in by the ship- 










and their em- 


ping companies 
ployees. 
The Merchant Marine’s total 


contribution to the economy is 
estimated at $5.3 billion annually. 
The contribution of seagoing and 
shoreside operations and ship- 
building activity alone can be set 
at $2.8 billion a year. Earnings of 
all employees in the American 
Merchant Marine, including 
shoreside and shipyard workers, 
amount to more than $1 billion 
annually. Another estimated $1 
billion in earnings is generated by 
the domestic movement of foreign 
trade cargo — for warehousing, 
truck and rail movements and 
other handling—aside from ship 
loading and voyage movement. 
These few salient facts clearly 
reflect that the American Mer- 
chant Marine is an important 
American industry and the pro- 
tector of our priceless lifeline of 
trade with the rest of the world. 

The Merchant Marine Act, 1936, 
as amended, is a comprehensive 
Congressional enactment designed 
to foster the development and 
encourage the maintenance of an 
adequate and well - balanced 
American Merchant Marine, both 
for commercial and national de- 
fense purposes. As one means of 
carrying out such purpose, Title 
XI of this Act authorizes the in- 
surance by the Secretary of Com- 
merce on behalf of the United 
States of ship mortgages and 
loans made to finance the con- 
struction, reconstruction and re- 
conditioning of ships. Other 
related promotional programs 
embraced within this Act are: 

Operating - Differential Subsi- 
dies, designed to place qualified 
operators of U. S.-flag ships in 
essential foreign commerce on a 
parity with their foreign - flag 
competitors through the payment 
of part of their operating expenses 
(principally wages). 

Construction-Differential Sub- 
sidies, designed to equalize the 
positions of American and foreign 
shipbuilders. 


The Federal Mortgage Insurance 
Program 

My remarks will deal more 
particularly with Title XI of the 
Act—the Federal Ship Mortgage 
Insurance program. 

While this Title was originally 
enacted in 1938, it did not become 
significant legislation until 1954. 
The chief drawbacks were: 
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(1) Unworkable interest pro- 
visions; 

(2) Requirements that lenders 
take foreclosure action and ac- 
cept government debentures in 
lieu of cash in payment of insur- 
ance; and 

(3) Provisions excluding con- 
struction loans on ships to be 
used in foreign trade. 


In 1954, however, the Congress 
amended Title XI in its entirety 
“to facilitate private financing of 
new ship construction.” The 
amendment was the culmination 
of the efforts of the shipping in- 
dustry and lending institutions 
working in close collaboration 
with the executive and legislative 
branches of the government. This 
enactment, as well as subsequent 
amendments, recognized the size- 
able ship replacement program 
facing the American Merchant 
Marine and the importance of 
providing private rather than gov- 
ernment financing for such pro- 
gram—thereby conserving public 
tax dollars and avoiding the ne- 
cessity for substantial appropria- 
tion of government funds. Since 
1954 the insurance by the United 
States of mortgages and loans 
under Title XI has been the gov- 
ernment policy for financing ship 
construction, reconstruction and 
reconditioning. 

Title XI authorizes generally 
the insurance of loans to provide 
funds during construction of up 
to 75% of the actual cost of ves- 
sels as determined by the Secre- 
tary of Commerce and ship mort- 
gages, after the ships are com- 
pleted, of up to 75% of actual 
cost or, in a case of ships built 
without construction - differential 
subsidy and meeting certain re- 
quirements, up to 8742% of actual 
cost. Mortgage maturities gen- 
erally run up to 25 years for all 
ships except tankers and other 
liquid bulk carriers which have 
a limit of 20 years. The 1954 
amendment provided for 90% in- 
surance of these loans and mort- 
gages. However, since the risk of 
the uninsured portion was not 
acceptable to lending institutions 
—which required the equivalent 
of cash collateral for the unin- 
sured portion and thereby im- 
posed an additional burden on the 
shipping companies — the 90% 


limitation was eliminated in 1956 
as a further move “to facilitate 
private financing of merchant 
vessels in the interest of national 

Continued on page 72 
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Report of IBA Foreign 
Investment Committee 


Arthur L. Wadsworth, Vice-President of Dillon, 
Read & Co., Inc., New York City, in his capacity as 
Chairman of the Foreign Investment Committee, 
presented the following Report to the Convention. 


INTRODUCTION 


In our report last year we re- 
viewed the development of for- 
eign investment by United States 
investment bankers and investors 
covering the 
period com- 
mencing with 
the end of 
World War II 
through 1960. 
In that report 
we included 
certain tabu- 
lations which 
are brought 
up-to-date in 
this report in 
Appendices A 
and B. We 
shall not re- 
peat here the 
historical in- 
formation included in last year’s 
report, but we do wish to re- 
confirm the conclusions which we 
set forth in that report.* 


In particular, in view of the 
continuing concern about our bal- 
ance of payments position, we 
want to repeat one basic conclu- 
sion from last year’s report as 
follows: 


“We should like to state that 
the Committee fully supports 
those fiscal, monetary, wage, price 
and international policies (includ- 
ing export promotion and greater 
sharing of our defense and aid 
burdens) which are essential to 
provide a sound balance of pay- 
ments relationship between the 
United States and the other na- 
tions of the world. We firmly be- 
lieve, however, in private foreign 
investment and we believe there 
are many steps which can and 
should be taken to correct our 
balance of payments position 
without discouraging private for- 


A. L. Wadsworth 





*Full text of last year’s Report ap- 
peared in the “Chronicle” of December 
15, 1960.—Editor. 


























eign investment for sound eco- 
nomic development.” 


Activities of the Committee 


During the year the Committee 
held two meetings including one 
at the Spring Meeting of the I.B.A. 
last May. 

A sub-committee spent a day in 
Washington, D. C. this fall con- 
ferring with the principal gov- 
ernmental agencies and interna- 
tional institutions which are 
concerned with foreign invest- 
ment. The Agenda of these meet- 
ings is set forth in Appendix C 
and certain pertinent information 
obtained at these meetings is in- 
corporated in this report. 


Your chairman and several 
members of the committee attend- 
ed the 1961 Annual Meeting in 
Vienna of The World Bank, The 
International Monetary Fund and 
The International Finance Cor- 
poration. This was one of the most 
impressive meetings your chair- 
man has ever attended. Seventy- 
two members were represented 
by over 600 government officials 
including in most cases the prin- 
cipal financial officer of the re- 
spective member governments. In 
addition, approximately 300 “spe- 
cial guests” representing many 
of the leading private banking 
firms in the free world attended 
the meetings. At the meetings 
this year the greatest interest 
centered on monetary problems 
and policies, including proposals 
by the International Monetary 
Fund to increase, if necessary, the 
resources at its disposal by spe- 
cial standby credit arangements 
with the main industrial coun- 
tries. 

The formal meetings included a 
number of stimulating addresses 


which were widely reported in 
the financial press. Mr. Robert 
Garner’s final report as President 
of The International Finance Cor- 
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poration was outstanding for his 
frankness in advising the devel- 
oping nations that management 
and technical ability are even 
more important than money in 
achieving economic development. 


Equally important were the op- 
portunities afforded for private 
discussions of mutual problems in 
the field of international finance 
between government representa- 
tives and the private bankers 
present. 


This meeting was a striking ex- 
ample of the success achieved by 
these international institutions 
since their creation after World 
War II and a tribute to the pre- 
eminent position which they oc- 
cupy in the free world today. 


Foreign Investment Developments 
In 1961 


The past year has been charac- 
terized by conflicting currents in 
international economic and politi- 
cal developments which have had 
varying effects on foreign invest- 
ment activities. As the year be- 
gan the United States was en- 
gaged for the first time in many 
years in widespread discussion of 
its “balance of payments” prob- 
lem. As the year ends, this prob- 
lem is still not solved and is a 
matter of continuing concern. 
Throughout the year there have 
been recurring political disturb- 
ances in various parts of the 
world and these have had an ad- 
verse effect on the confidence 
factor which is so vital to private 
foreign investment. On the other 
hand there has been continuing 
rapid growth in the free econom- 
ics of Western Europe and Japan 
and growing confidence in the 
success of the European Common 
Market. 

The first two developments cre- 
ated a noticeable increase in the 
reluctance of institutional inves- 
tors to make new investments in 
dollar bonds of foreign issuers. 
We believe that certain foreign 
enterprises, both public and pri- 
vate, have not been able to ob- 
tain funds through the sale of 
their bonds in our markets—funds 
which they desired and which 
they might have been able to ob- 
tain several years ago in our 
opinion. 

Meanwhile interest in the pur- 
chase of foreign equity securities 
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has shown an increase during the 
year. There was some reduction 
in interest during the summer 
and early fall but our members 
report a strong resumption of in- 
terest recently on the part of both 
United States investors in Euro- 
pean equities and European in- 
vestors in United States equities. 

In addition there have been 
several developments on the part 
of both United States govern- 
mental and international agencies 
which should foster private for- 
eign investment in the future. 

The United States Government 
has taken positive steps to en- 
courage participation of private 
capital in foreign lending by sup- 
porting such credits with broader 
and potentially more effective 
guarantees than it has offered in 
the past. 


Foreign Investments Guarantee 


Expanded 
The first plan which is of par- 
ticular interest to investment 


bankers is the new program of 
AID (the new Agency for Inter- 
national Development). Under 
this plan the former ICA guaran- 
tees against war, expropriation 
and inconvertibility have been 
broadened to cover revolution, in- 
surrection and serious breaches of 
contract by a foreign government. 
In addition, and of more impor- 
tance, AID is willing in “special” 
cases to write “all risk” guaran- 
tees including normal business 
losses. These special cases are 
limited to high priority projects 
in high risk areas among the less 
developed countries — principally 


projects furthering social progress 
or the development of small busi- 
ness. The total fund available for 
“all risk” insurance is limited to 
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$100,000,000, of which $10,000,000 
is earmarked for housing guaran- 
tees in Latin America. In addition 
the coverage in limited to a maxi- 
mum of 75% of the equity or loan 
investment (and more commonly 
not more than 50% on equity in- 
vestments), and to not more than 
$10,000,000 per investment. The 
specific political risk guaranteer 
can be used alone to cover 1009 
of the investment where the “alli 
risk” insurance cannot be ob- 
tained. 

This program though limited in 
size and scope, recognizes a basic 
problem in interesting private 
capital for financing new enter- 
prises in the less developed na- 
tions. The risks are too great 
without such guarantees to en- 
tice United States institutional 
lenders whose support is in many 
cases vital to provide the neces- 
sary leverage for the equity in- 
vestors in new enterprises. If the 
program can be made to work 
even in a limited way it will pro- 
vide a new opportunity to demon- 
strate the advantages of private 
capitai and private business man- 
agement in developing the econ- 
omies of these nations. 


We recommend that members 
of the I.B.A., working with their 
industrial clients, develop proj- 
ects which should be able to 
qualify for this new “all risk” in- 
surance program. Only in this way 
can the possibilities as well as 
the problems in this new field be 
explored. The results should be 
mutually advantageous. 


The second program consists of 
two new plans to provide com- 
prehensive guarantees against 
both political and commercial 
risks which have recently been 


Continued on page 132 
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Backgrounds of the New 
Principal IBA Officers 


The slate of officers elected at the Convention on 


Nov. 30 included a new 


President and five Vice- 


Presidents, three of the latter being named for the 


second consecutive term. 


The official biographies 


of each of these officers follow: 


CURTIS H. BINGHAM 
President-Elect 


Curtis H. Bingham, President of 
Bingham, Walter & Hurry, Inc., 
Los Angeles, was elected Presi- 
dent of the Association as the 
successor to 
George A. 
Newton, Part- 
ner, G. B. 
Walker & Co., 
St. Louis, Mo. 
Mr. Bingham 
has devoted 
his entire 
business ca- 
reer to fi- 
nance and for 
almost 40 
years has been 
in the invest- 
ment banking 
industry. 

He was born 
in Rockford, Ill. (1898) and re- 
ceived his B.S. degree from Ore- 
gon State College in 1921. Upon 
graduation he was employed by 
Southern California Edison to sell 
to investors the stock of that elec- 
tric utility company. Two years 
later he entered the securities un- 


derwriting and distributing busi- 


Curtis H. Bingham 





ness in Los Angeles and sold 
primarily bonds to institutional 
and individual investors. 

In 1933 he organized his own 
firm, Curtis H. Bingham and Co. 
in Los Angeles, which in 1940 be- 
came Bingham, Walter & Hurry, 
a partnership subsequently incor- 
porated in 1951. i 

Mr. Bingham has actively 
served the securities business at 
both the national and Group level 
during the past decade. He has 
been a Governor of the Associa- 
tion since 1957, was elected a 
Vice - President for two terms, 
1959-61, and served on the fol- 
lowing national committees: ; 

Investment Companies Commit- 
tee, 1953-58. i 

Group Chairmen’s Committee, 
1957-58. 

Arrangements Committee 
(Chairman), 1958-59. 

Nominating Committee, 1958-59. 

Mr. Bingham has held other 
positions of leadership in the in- 
dustry; was District Chairman of 
the Southern California Commit- 
tee, National Association of Se- 
curities Dealers, Inc.; was Gov- 
ernor of the NASD, 1958-60; 


Chairman of the NASD Finance 





“one of the leaders’... 


In the field of underwriting, that’s a reputation to 


envy. 


Because more and more often today, the capital re- 
quirements of American industry run to staggering 
amounts, present a challenge in financing that few 


firms can meet. 


For one thing, it takes capital to meet this chal- 
lenge — many millions of dollars. 


For another, the underwriting firm has to main- 
tain a large and experienced staff — enough sea- 
soned personnel to cope with any problem that 
might arise in its Buying, Syndicate, or Sales 


Department operations. 


For a third, it demands unusually extensive facili- 
ties for proper distribution, a proved ability to 
ensure both the geographic and numerical sales 


coverage called for on 


any given issue. 


These are just some of the reasons why we’re pleased 
that over the years we have come to be reckoned 


as “one of the leaders”. 


MERRILL LYNCH, 
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Committee, 1960; and was Chair- 
man of the California Group of 
the IBA, 1957-58, He is a past 
President of the Bond Club of 
Los Angeles. 

His interests transcend the in- 
vestment business and he gives 
freely of his time to civic affairs: 
member and past president of the 
Oneonta Men’s Club of Pasadena; 
is a past member, Board of Di- 
rectors, Society for the Prevention 
of Cruelty to Animals; member of 
the Board of Directors, National 
Travelers Aid Society. He is a 
member of Beta Theta Pi fratern- 
ity and Alpha Zeta honorary fra- 
ternity. 

Mr. Bingham is married to the 
former Mary Decker of Brazil, 
Ind., and they reside in South 
Pasadena, Calif. The Binghams 
have two married sons, a married 
daughter and 10 grandchildren, 
all of whom live in communities 
close to South Pasadena. 





DAVID J. HARRIS 
Vice-President 


David J. Harris, Partner, Bache 
& Co., Chicago, was re-elected 
as a Vice-President of the Asso- 
ciation. Following his graduation 
from the Uni- 
versity of Chi- 
cago in 1935, 
Mr. Harris 
went to work 
for Sills, Min- 
ton & Co.; he 
became Exec- 
utive Vice- 
President 
in 1944 and 
President in 
1945. He con- 
tinued as 
President 
with its suc- 
cessor organi- 
zations, Sills, 
Fairman & Harris, Inc., and Fair- 
man, Harris & Co., until the latter 
merged with Bache & Co. in May, 
1956. Since then he has been a 
Resident Partner of Bache & Co. 
in Chicago. 

Since 1948 Mr. Harris has been 
active in the Group and national 
activities of the Association. He 
served his first term as Vice- 
President, 1960-61, was a Gover- 
nor of the Association from 
1956-59, and has served on the 
following national committees: 

Education Committee, 1948-51. 

Industrial Securities Commit- 
tee, 1952-55. 

Group Chairmen’s Committee, 
1955-56; Chairman, 1957-59. 


David J. Harris 
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Finance Committee, 1956-59. 

Membership Committee, 1956- 
1957. 

Nominating Committee, 1958-59. 


At the regional level he was 
Chairman of the Central States 
Group in 1955-56 and for several 
years was a member of the 
Group’s Executive Committee. Mr. 
Harris has held positions of lead- 
ership in other organizations in 
the investment business: Vice- 
Chairman, District No. 8, Nation- 
al Association of Securities Deal- 
ers, 1953-55, and Governor of the 
Midwest Stock Exchange, 1959 to 
the present. He has also been a 
member of the Chicago Board of 
Trade since 1956. Mr. Harris is on 
the Board of Directors of the 
Liberty Loan Corporation and 
Colonial Acceptance Corporation. 

His activities in local civic af- 
fairs have included membership 
on the Lake County District 107 
School Board, 1954-57, and chair- 
manship of the Highland Park 
Community Chest Drive in 1958. 
Since 1958 he has been a trustee 
of the Highland Park Hospital. 

Club and fraternity member- 
ships include: Exmoor Country 
Club, University Club (Chicago), 
and Delta Kappa Epsilon. His 
hobbies are golfing and curling 
during the winter. 

Mr. Harris is married to the 
former Evelyn R. Carr. They have 


' a daughter and two sons and the 


family lives in Highland Park, Ill. 





THOMAS M. JOHNSON 
Vice-President 


Thomas M. Johnson, President of 
Johnson, Lane, Space & Co., Inc., 
Savannah, was re-elected as a 
Vice-President of the Association. 
A native of 
Georgia, Mr. 
Johnson at- 
tendedthe 
University of 
Georgia where 
he received 
his B.A. de- 
gree in 1921. 
He then be- 
came associ- 
ated with The 
Citizens and 
Southern Na- 
tional Bank in 
Augusta and 
later in Sa- 
vannah, Ga. 
In 1933 he formed Johnson, Lane, 
Space & Co., Inc., and has served 
as President since that time. Mr. 
Johnson is a director of the fol- 
lowing companies: 





Thomas M. Johnson 
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South Atlantic Gas Co. (Savan- 
nah). 

The Central of Georgia Railway 
(Savannah). 

DeBardeleben Coal Corp. (Bir- 
mingham). 

Cato Stores (Charlotte, N. C.). 


Riverside Mills (Augusta). 

Hanna Manufacturing Co. 
(Athens). 

American Art Metals Co. (At- 
lanta). 

Radiation, Inc. (Melbourne, 
Fla.). 


Airpax Electronics, Inc. (Fort 
Lauderdale). 


For more than 25 years, Mr. 
Johnson has been active in Asso- 
ciation activities at both the na- 
tional and group levels. He served 
his first term as Vice-President, 
1960-61, was Chairman of the 
Southern Group, 1943-44, and has 
served on the following national 
committees: 


State and Local Taxation Com- 
mittee, 1934-38. 

Private Placement Committee, 
1938-39. 

Convention Attendance Com- 
mittee, 1939-40; 1941-42. 

Federal Legislation Committee, 
1940-41; 1948-51. 

Group Chairmen’s Committee, 
1943-44. 

Public Service Securities Com- 
mittee, 1953-55. 

Public Utility Securities Com- 
mittee, 1955-60; Chairman, 1957- 
59. 

Nuclear 
1957-59. 


Mr. Johnson served as Chair- 
man of the Industrial and Domes- 
tic Water Supply Commission in 
Savannah for a number of years. 
In 1947 he was awarded the Lucus 
Trophy for the most outstanding 
service performed for the city 
during that year because of his 
work on this Commission. Gover- 
nor Vandiver of Georgia appointed 
him a member of the Georgia 
State Ports Authority for a three- 
year term in 1959; he serves the 
Authority as Chairman of the Fi- 
nance Committee. For his services 
to the Georgia Ports Authority he 
received the 1961 William Wash- 
ington Gordon Award for Busi- 
ness and Industry. 

Down through the years Mr. 
Johnson has been very active in 
numerous civic and charitable 
organizations in the Savannah 
area: he was Chairman for both 
the American Red Cross Fund 
Drive (1945) and the United Com- 
munity Services (1956-57); since 
1957 he has been Treasurer and 


Industry Committee, 


underwriters and distributors 
of investment securities 


research and advisory service 
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Director of the United Commu- 
nity Services. In addition, he is 
currently serving as President of 
the Bethesda-Savannah Children’s 
Center, which supervises and ad- 
ministers all child care work in 
Savannah and Chatham County; 
member of the Board of the Union 
Society of Savannah (President, 
1948-54); and Chairman of the 
Finance Committee for the Crip- 
pled Children’s Society. 


Club, professional, and fraternal 
memberships include: Oglethorpe 
Club (President, 1945-46); Sa- 
vannah Yacht & County Club 
(Commodore, 1953-55); Century 
Club; Society of Colonial Wars; 
and Kappa Alpha Fraternity. 





WILLIAM T. KEMBLE 
Vice-President 


William T. Kemble, Partner, 
Estabrook & Co., Boston, was 
elected a Vice-President of the 
Association. A native of Wash- 
ington, D. C., 
Mr. Kemble 
has spent his 
entire career 
in the securi- 
ties business. 
A member of 
the Harvard 
Class of 1934, 
he returned 
to Estabrook 
& Co. in 1933 
where he had 
worked prior 
to college. He 
became a 
partner in the 
firm in 1951. 

Active in the affairs of the 
Association since 1952, Mr. Kem- 
ble served as Chairman of the 
New England Group, 1953-54, 
Governor 1954-55, and on the fol- 
lowing national committees: 

Railroad Securities Committee, 
1953-1958. 

Group Chairmen’s Committee, 
1953-54. 


Savings Bond Committee, 
1953-54. 

Administrative 
mittee, 1956-57. 

Mr. Kemble is a Governor of 
both the Boston Stock Exchange 
and the Association of New York 
Stock Exchange Firms. He serves 
as a member of the Bank & Fi- 


William T. Kemble 


Review Com- 
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nance Committee, New England 
Council, and is a member of the 
Boston Chamber of Commerce. 

An Incorporator of the Massa- 
chusetts General Hospital, he is 
also a Director of the American 
Professional Football Association 
in Boston. Club memberships in- 
clude: Somerset, Myopia Hunt, 
and Union Boat Club — all of 
Boston; and Mid Ocean Club, 
Bermuda. 

He is married to the former 
Madeleine Powers of Boston. 
They and their four children live 
in Wenham, Mass. 





JAMES H. LEMON 
Vice-President 


James H. Lemon, Partner, John- 
ston, Lemon & Co., Washington, 
D. C., was elected a Vice-Presi- 
dent of the Association. Since his 
graduation 
from Prince- 
ton in 1925, 
Mr. Lemon 
has been af- 
filiated with 
Johnston, 
Lemon & Co. 
and its prede- 
cessor organ- 
izations. He is 
Vice - Presi- 
dent and Di- 
rector of 
Washington 
Mutual Inves- 
tors Fund, 
Inc., and D.C. 
Paper Mills, Inc.; Chairman of the 
Board, American Mercury Insur- 
ance Co.; and a Director for a 
number of other corporations. 

Active in the affairs of the As- 
sociation since 1942, Mr. Lemon 
has served as Chairman of the 
Southeastern Group, 1948-49, 
Governor, 1951-54, and on the fol- 
lowing national committees: 

Federal Taxation Committee, 
1942-53. 

Federal Legislative Committee, 
1944-45; 1953-54. 

Education Committee, 1945-46. 

Group Chairmen’s Committee, 
1948-49. 

Nominating Committee, 1952-53. 

Savings Bond Committee, 1952- 
54 (Chairman, 1953-54). 

Mr. Lemon has been a Director 
of Children’s Hospital in D. C. 


ba 


James H. Lemon 





since 1941 and served as its Presi- 
dent from 1948-53. He is also a 
member of the Federal City 
Council; Secretary and Trustee, 
Group Hospitalization, Inc.; and 
Trustee, Princeton University. 

He is married to the former 
Martha McGehee and they have 
one son who is in the investment 
banking business in New York 
City. 


WALTER H. STEEL 
Vice-President 


Walter H. Steel, Partner, Drexel 
& Co., New York, was re-elected 
as a Vice-President of the Asso- 
ciation. Mr. Steel is a 1925 gradu- 
ate of the 
University of 
Chicago. He 
joined Drexel 
& Co. in 1946 
and became a 
partner the 
following 
year. Since 
1940 Mr. Steel 
has been ac- 
tive in Asso- 
ciation af- 
fairs at both 
the national 
and group 
levels. He 
served his 
first term as Vice-President, 1960- 
61, was Chairman of the New 
York Group, 1956-57, was a Gov- 
ernor from 1957-60, and has 
served on the following national 
committees: 

Convention Attendance Com- 
mittee, 1940-42. 

Municipal Securities Commit- 
tee, 1948-49; 1957-60; (Chairman), 
1958-59. 

Group Chairmen’s Committee, 
1956-57. 

Membership Committee, 
1958. 

Federal Securities Acts Com- 
mittee, 1958-59. 

Municipal Division Council 
Chairmen, 1958-59; Ex Officio, 
1959-60. 

Research Committee, 1959-60. 


Special Committee for Public 
Information on Municipal Secu- 
rities (Chairman), 1959-60. 

He is a member of the Munici- 
pal Bond Club of New York and 


Walter H. Steel 
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was its President from 1946-47. 
In addition, Mr. Steel is a mem- 
ber of the Bond Club and The 
Wall Street Club in New York, 
and the Bond Club of Chicago. 

His hobby is fishing and he is 
an active member of the Anglers 
Club of New York, the Brodhead 
Fly Fishers, and the Parkside 
Anglers Association. 

The Walter H. Steels live in 
Morristown, N. J., and have a 
married daughter and three 
grandchildren. He is a member of 
the Board of Trustees of the Mor- 
ristown Memorial Hospital and 
has been active in other local 
civic and charitable affairs for 
many years. 


IBA Convention 
Nov. 25-30, 1962 


The Investment Bankers Associa- 
tion will hold their 5lst annual 
meeting Nov. 25-30, 1962 at the 
Hollywood Beach Hotel in Holly- 
wood, Fla. 

The Association has also an- 
nounced that the Board of Gov- 
ernors will meet May 9-12 in 
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Are Local Units 
Able to Finance 
School Needs? 


Over $1,410,000,000 in school 
bonds were sold in the first six 
months of 1961 by states and local 
municipalities. This significant 
fact and many others are pointed 
out in a brochure published by 
the Investment Bankers Associa- 
tion of America. The information 
contained therein tends to dispel 
the hue and cry of the Federal 
Government that the states and 
local municipalities are not meet- 
ing their obligation in fulfilling 
the classroom needs of our chil- 
dren. The pamphlet also noted 
that the Federal debt is now 
about $290 billion and rising, as 
compared with $66 billion for 
states and local municipalities. 

In its conclusion, the booklet 
states “one can only conclude, 
that this report dispels any doubt 
that Federal aid to education will 
result in a high degree of Fed- 
eral control.” 

Those interested may obtain a 
copy of this most informative 
booklet Federal Aid to Education? 
by writing to the Investment 
Bankers Association of America, 
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Report of IBA Municipal 
Securities Committee 


Alan K. Browne, Vice-President of the Bank of 
America National Trust & Savings Association, San 


Francisco, presented the 


following Report to the 


Convention in his capacity as Chairman of the 
Municipal Securities Committee. 


Sales of new issues of state and 
municipal bonds during the first 
10 months of 1961 aggregated over 
$6.8 billion. Since the sales of new 
issues have 
continued at a 
high level 
during No- 
vember, it 
appears prob- 
able that the 
volume for 
the year will 
set a new rec- 
ord, close to 
$8 billion. The 
principal de- 
velopments 
and Federal 
legislation af- 
fecting mu- 
nicipal securi- 
ties since the last Annual Report 
of this Committee are summarized 
below. 


Alan K. Browne 


I 
Federal Legislation 


(a) Community Facilities Loan 
Program 

The Federal Community Facili- 
ties Loan Program, administered 
by the Housing and Home Finance 
Agency, authorized under the 
Housing Amendments of 1955 as 
a substitute for a program previ- 
ously administered by the RFC, 
provides Federal loans to munici- 
palities of community facilities if 
the financing is not available from 
other sources on “reasonable 
terms.” The 1955 Act authorized 
an aggregate of $100 million. In 


1960 an additional $50 million was 
authorized. The Housing Act of 
1961 amended the Program to 





authorize an additional $500 mil- 
lion for Federal loans for any com- 
munity facilities except schools 
($50 million earmarked as avail- 
able only for loans for urban 
transportation facilities or equip- 
ment). Such loans, except urban 
transportation loans, may be ex- 
tended only to municipalities with 
a population not exceeding 50,000 
(or in the case of a community 
situated in a redevelopment area, 
with a population not exceeding 
150,000). The loans are made at 
an interest rate determined an- 
nually under a formula in the law, 
which fixed the rate for the fiscal 
year beginning July 1, 1961 at 
354% (or for communities in re- 
development areas at 334%). The 
law still provides that no financial 
assistance shall be extended un- 
der the program “unless the fi- 
nancial assistance applied for is 
not otherwise available on rea- 
sonable terms.” 

Eligibility under either of these 
programs depend on the interest 
rate which is determined adminis- 
tratively as a “resonable” rate, 
because municipalities are eligible 
for a Federal loan under the pro- 
grams, only if they cannot obtain 
financing from other sources at 
that rate. If the interest rate set 
as “reasonable” by the adminis- 
trative agencies is too low in re- 
lation to current market rates, a 
large volume of municipal financ- 
ing is unable to obtain financing 
at that rate from other sources 
and is’ eligible under’ these 
programs. 

In August the IBA submitted to 
the administrator of the Commu- 
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nity Facilities Loan Program a 
suggested yardstick for establish- 
ing “reasonable terms,” which 
would establish the reasonable 
rate monthly in a realistic rela- 
tionship to current market rates 
at a level high enough that only 
a small proportion of municipal 
financing would be eligible under 
the program. 


“Reasonable” Criteria 
Unrealistic 


However, the Community Fa- 
cilities Administrator adopted the 
following basis for determining 
whether financing is available 
from other sources on reasonable 
terms: 

“For a bond issue secured upon 
the same terms and conditions as 
the government loan, an interest 
rate is to be deemed reasonable 
if it does not exceed 344%, if the 
loan is repayable over 30 years 
or more. For shorter terms loans, 
the ‘reasonable’ interest rate is 
to be reduced by %% for each 
five-year reduction of the length 
of the loan, provided such interest 
rate is not less than 354%. If the 
borrower is located in an area 
designated as a redevelopment 
area, the benchmark for reason- 
able interest rates would be 3%%” 
(i. e., 35s% for 30-year or longer 
maturities or 338% for 20-year or 
shorter maturities in a redevelop- 
ment area). 


The rate set as “reasonable” in 
determining eligibility for a loan 
under the Federal program is ob- 
viously too low in relation to 
current market rates, noting that 
20-year bonds of the U. S. Gov- 
ernment (the highest credit on a 
taxable basis) are presently priced 
to yield over 4%. We believe that 
the policy of the Community Fa- 
cilities Administration is contrary 
to the intent of the law which 
specifically provides that the Fed- 
eral loans may be provided only 
when the financing is not avail- 
able from other sources on 
“reasonable terms.” 


President Kennedy on Oct. 26 
ordered a Federal economy drive 
and asked agency heads to exer- 
cise the maximum care in tighten- 
ing requirements, postponing the 
initiation of deferable projects 
and phasing out any acceleration 
of spending which was instituted 
as an anti-recession measure. On 
Oct. 30 the IBA suggested to the 
administrator of the program that 
he could do much to carry out the 
President’s order by restricting 
eligibility for Federal loans under 
the program by raising the rate 


of interest established as the rea- 
sonable rate under the program. 


Attention focused on this pro- 
gram when all seven bids on $4 
million Charleston, W. Va. sewer 
revenue bonds were rejected on 
July 31, although the best bid 
provided a reasonable net interest 
cost of 3.945%, after a representa- 
tive of the C. F. A. present at the 
meeting advised that the funds 
might be obtained from his agency 
at a lower rate. The C. F. A. ap- 
proved the $4 million loan to 
Charleston on Oct. 19, with the 
usual requirement that the bonds 
be advertised again in a financial 
newspaper of national circulation 
and an agreement that the C. F. A. 
will purchase all those bonds for 
which bids are not received from 
other investors on “reasonable 
terms.” 


It is the policy of C. F. A. to 
require that bonds be offered in 
blocks of maturities so that pri- 
vate investors might purchase one 
or more blocks of the shorter 
maturities at an interest rate be- 
low the reasonable rate based on 
the maximum maturity. This pol- 
icy is constructive in making it 
possible for at least a portion of 
many issues to be purchased by 
other investors. 


The IBA vigorously opposed the 
expansion of this program when 
it was under consideration this 
year in Congress, through a state- 
ment submitted to members of the 
House Committee on Banking and 
Currency when the proposal was 
under consideration by that Com- 
mittee, through letters addressed 
to all members of the House im- 
mediately prior to consideration 
of the proposal in the House, and 
through notice to members re- 
garding the proposal. 

It is apparent that, as long as 
the supposedly “reasonable” rate 
of interest determining eligibility 
under the Federal loan program 
is set at a level too low in rela- 
tionship to general market rates, 
the principal effect of the Com- 
munity Facilities Loan Program 
will be simply to substitute Fed- 
eral financing for financing that 
would otherwise be provided from 
other sources at rates reasonable 
in relation to market rates. We 
vigorously protest this unncessary 
assumption of private business 
function by the Federal Govern- 
ment. 

The Housing Act of 1961 also 
amended the Community Facili- 
ties Loan Program by adding the 
following provision: 

“Sec. 207. The Administrator is 
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authorized to establish technical 
advisory services to assist munici- 
palities and other political sub- 
divisions and instrumentalities in 
the budgeting, financing, planning, 
and construction of community 
facilities. There are hereby au- 
thorized to be appropriated such 
sums as may be necessary, to- 
gether with any fees that may be 
charged, to cover the cost of such 
services.” 


This authorization also provides 
an unnecessary intrusion of the 
Federal Government in furnish- 
ing professional services which 
would be provided more properly 
and more effectively by profes- 
sional financial advisers. We be- 
lieve that much advice furnished 
by representatives of the Federal 
Government will be designed 
principally to qualify for assist- 
ance under various Federal pro- 
grams, rather than for the best 
long-term interests of the com- 
munity. 


IBA Recommendations 
We recommend that: 


(1) The interest rate determined 
as “reasonable” in establishing 
eligibility for Federal loans under 
the program be fixed at a level 
in relation to current market rates 
for comparable maturities and 
types of securities (general obli- 
gations or revenue bonds), which 
reasonable rate would be higher 
than the current yield on out- 
standing obligations of the United 
States of comparable maturity. 

(2) The provisions extending the 
application of the Community Fa- 
cilities Loan Program to commu- 
nities in redevelopment areas 
under special terms be repealed 
because they create an unnces- 
sary and undesirable duplication 
with Federal loan and grant pro- 
grams authorized under the Area 
Redevelopment Act. 


(3) The provision authorizing 
Federal advisory services to mu- 
nicipalities in budgeting and fi- 
nancing be repealed. 

(b) Area Redevelopment Act of 
1961 


The “Area Redevelopment Act” 
of 1961 authorizes the following 
principal programs of Federal 
financial assistance in areas which 
qualify as “redevelopment areas”: 


(1) $100,000,000 in Federal loans 
in non-rural areas and $100,000,- 
000 in Federal loans in rural areas 
to aid in financing any project 
for industrial or commercial us- 
age. Such loans may be for a 
period of up to 25 years and cover 
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up to 65% of the cost of the proj- 
ect. At least 10% of the cost must 
be met by funds supplied by the 
state or community or a non- 
profit local organization and at 
least 5% must be provided by 
private lending facilities. Such 
loans will be made if the financial 
assistance applied for is not other- 
wise available from private lend- 
ers or other Federal agencies at 
reasonable terms, at an interest 
rate determined under a formula 
in the bill which in November, 
1961 would have been 4%. 

(2) $100,000,000 for loans for 
public facilities. Such loans may 
have maturities up to 40 years for 
the full cost of the project and 
will be made, if the funds re- 
quested are not otherwise avail- 
able on reasonable terms at an 
interest rate determined annually 
under a formula in the bill, which 
presently would be 354%. 

(3) $75,000,000 in Federal grants 
for public facilities if there is 
little probability that the project 
could be undertaken without the 
assistance of such a grant. It 


would be required that the entity 
requesting the grant shall con- 
tribute to the cost of the project 
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in proportion to its ability to 


contribute. 
APPENDIX A contains a more 
detailed summary of this law. 


(c) Federal Aid to Education— 
Elementary and Secondary 
Schools 


A bill passed the Senate to 
authorize over $2 billion in Fed- 
eral grants over the next three 
years to assist public elementary 
and secondary schools, to be used 
either for construction of school 
facilities or for teachers’ salaries. 
A similar bill was reported by 
the House Education Committee 
but was held up in the Rules 
Committee. An attempt to bring 
the bill up for consideration in 
the House under a special pro- 
cedure bypassing the Rules Com- 
mittee failed on Aug. 30 by a vote 
of 170 to 242. Accordingly, the 
proposed Federal aid for public 
elementary and secondary schools 
was not adopted this year. The 


existing programs, providing Fed- 
eral compensation to school dis- 
tricts for burdens imposed by the 
location of tax-exempt Federal 
property on which public school 
children reside or their parents 


akfast Meeting)—Alan K. Browne, Bank of America, 
S. A., San Francisco, Chairman 


are employed, was extended for 
two years—after efforts failed to 
hold up extension of this program 
unless it was accompanied by the 
new program of Federal aid. 


The IBA has vigorously opposed 
the proposed new program of 
Federal aid for public elementary 
and secondary schools on the basis 
that educational facilities for ele- 
mentary and secondary schools 
are being financed adequately by 
state and local governments with- 
out a new program of Federal 
assistance. This conclusion seems 
well supported by the facts that: 


(1) About 350,000 new class- 
rooms for elementary and second- 
ary schools were completed during 
the 5-year period 1957-1961. 

(2) The rate of growth in 
enrollment in public elementary 
and secondary schools is decreas- 
ing, official estimates indicating 
that during the 5-year period 
1961-1966 the rate of growth in 
enrollment will be down 35.1% 
from the growth rate during the 
past 5 years. 

(3) Sales of new issues of school 
bonds continue at record levels, 
with over $350 million of school 
bonds sold in January, 1961 (the 


In addition to underwriting new capital 
issues, Smith, Barney & Co. frequently 
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individuals 
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and estates and 
then distributes 
them through deal- 
ers to investors, 
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largest amount of school bonds 
ever sold in a single month) and 
over $1,410,000,000 of school bonds 
sold during the first six months 
of 1961. 

A booklet giving essential facts 
on the question of Federal aid to 
education in question and answer 
form has been published by the 
IBA. Copies have been mailed to 
member firms and additional 
copies are available in quantity 
at a nominal cost. Since this sub- 
ject is the current national high 
school debate topic throughout the 
country, it is suggested that copies 
of this booklet be given wide 
distribution. 


(d) College Housing 

The Federal college housing 
loan program, administered by 
the Housing and Home Finance 


Agency, authorizes loans at an 
interest rate determined annually 
under a statutory formula (pres- 
ently 333%) with maturities up 
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to 50 years unless the financing 
is available from other sources 
“upon terms and conditions 
equally as favorable.” When this 
program was originally authorized 
in 1950 a revolving fund of $300 
million was _ authorized. This 
lasted until 1955, but from 1955 
through 1960 an additional $1.375 
billion was authorized. The Hous- 
ing Act of 1961 authorizes an ad- 
ditional $1.2 billion over the next 
four years, bringing the total 
authorization up to $2.875 billion. 


(e) Mass Transportation 
Identical bills introduced in the 
Senate and House this year would 
provide (a) $75,000,000 in Federal 
grants for mass transportation 
planning to states, counties, mu- 
nicipalities and their agencies and 
instrumentalities and (b) $250,- 
000,000 in Federal loans (not to 
exceed $100,000,000 in such loans 
prior to July 1, 1962) to states, 
Continued on page 26 


OUNT 


CORPORATION 


NEW YORK 


DEALERS IN 


UNITED STATES GOVERNMENT SECURITIES 


BANKERS ACCEPTANCES 


AND 


CERTIFICATES OF DEPOSIT 


FIFTY-EIGHT PINE STREET 


New York 5, N.Y, 















































Continued from page 25 

counties, municipalities and their 
agencies and instrumentalities to 
finance the acquisition, construc- 
tion and improvement of facilities 
and equipment for use by opera- 
tion or lease or otherwise in mass 
transportation service in urban 
areas and for use in coordinating 
highway, bus, surface-rail, under- 
ground parking and other trans- 
portation facilities in such areas. 
Loans would be made only if the 
financial assistance were not 
otherwise available on equally 
favorable terms at an interest rate 
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determined under a formula in 
the bill. 

H. R. 5721 would authorize, in 
addition to the grant and loan 
authority summarized above, Fed- 
eral guaranty of public transit au- 
thority obligations under which 
the Federal Government would 
enter into debt service guaranty 
contracts providing that whenever 
in any fiscal year the receipts of 
the public transit authority in 
connection with the projects fi- 
nanced by the bonds involved, 


after payment of operating ex- 
penses, are not sufficient to make 
all debt service payments falling 
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due in such year, the Federal 
Government will pay to such au- 
thority an amount equal to one- 
half the amount which is neces- 
sary to make such payments of 
principal and interest in full. The 
bill would require that, to be 
eligible for such guaranty, the 
bonds be covered by a state or 
local guaranty providing for pay- 
ment of an amount equal to the 
payment by the Federal Govern- 
ment in any fiscal year in which 
the Federal Government is re- 
quired to make payment. The 
aggregate amount of payments 
which the Federal Government 
could be required to make in any 
one fiscal year pursuant to con- 
tracts under this section could at 
no time exceed $50,000,000. 


None of these bills passed. How- 
ever, the Housing Act of 1961 
included provisions: 


(a) Authorizing $25 million un- 
der the urban renewal program 
for mass transportation demon- 
tration projects which the ad- 
ministrator determines will assist 
in carrying out urban transporta- 
tion plans and research, such 
grants not to be used for major 
long-term capital improvement, 
not to exceed two-thirds of the 
cost of the project. 


(b) To authorize grants under 
the urban planning assistance pro- 
gram for the preparation of com- 
prehensive urban transportation 
surveys, studies and plans to aid 
in solving problems of traffic 
congestion, facilitating the circu- 
lation of people and goods in 
metropolitan and other urban 
areas and reducing transportation 
needs. 


(c) To authorize $50 million in 
loans under the Community Fa- 
cilities Loan Program to states, 
municipalities, public agencies, 
and public corporations and com- 
missions to finance the acquisi- 
tion, construction, and improve- 
ment of facilities and equipment 
for use by operation or lease in 
mass transportation service in 
urban areas and for use in co- 
ordinating highway, bus, surface- 
rail, underground parking and 
other transportation facilities in 
such areas. 


New Transit Revenue Bond 
Legislation Planned 


We are advised that a bill will 
be introduced at the next session 
of Congress to provide “The 
Transit Revenue Bond Guarantee 
Act.” The proposed Act would 
authorize the Administrator, upon 
application of a local public tran- 
portation agency, to guarantee 
(by a pledge of the faith and 
credit of the United States) the 
payment of interest on and the 
unpaid balance of the principal 
of the revenue bonds of such 
agency in an aggregate principal 
amount not exceeding $500 mil- 
lion. Requirements for eligibility 
for a guarantee under the pro- 
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posed Act would include that 
revenue bonds (a) be issued for 
the purpose of financing the con- 
struction by a local public transit 
agency of a mass rapid transit 
system and may, in addition, be 
issued to finance the retirement 
or redemption of outstanding 
bonds of such an agency; (b) 
shall bear interest at an average 
interest rate not to exceed 334% 
with maturity dates not in excess 
of 50 years and (c) shall be is- 
sued under a trust indenture 


meeting specified requirements. 
The trust indenture would be re- 
quired to include provisions satis- 
factory to the Administrator re- 


quiring the local public transit 
agency to fix and collect rates, 
rentals or other charges at least 
sufficient to pay the principal and 
the interest on the bonds as they 
become due and payable together 
with all expenses of operation, 
maintenance and repair of the 
system. 

The Institute of Public Admin- 
istration in New York has been 
commissioned by the Housing and 
Home Finance Agency and the 
Department of Commerce to pre- 


pare a report on urban transpor- 
tation problems and their solu- 
tion. This report also presumably 
will include recommendations for 
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financing urban transportation 
facilities. 

(f) Tax Immunity 

No bills were introduced in 


Congress this year attacking the 
general tax immunity of state 
and municipal bonds. A bill was 
introduced (H. R. 798) to deny 
tax exemption to the interest on 
state and municipal bonds (a) is- 
sued to finance the construction, 
equipment or other development 
of property which is to be oper- 
ated by one or more nonpublic 
enterprises and (b) not secured 
by the general credit of the is- 
suer; but no action was taken on 
this bill. 


The Committee for Economic 
Development in February of this 
year issued a statement on 
“Growth and Taxes” which in- 
cluded a recommendation (with a 
few individual dissents) to elimi- 
nate the exemption for interest 
on future issues of state and local 
government securities and to sub- 
stitute a tax credit for holders of 
such securities. The C. E. D. pro- 
posal assumed that the Federal 
Government has power to tax in- 
terest on municipal bonds and 








NEW YORK 





that the credit could be decreased 
or eliminated at any time. The 


Subcommittee on Fiscal, Mone- 
tary and Debt Management 
Policy and the Research and 


Policy Committee of the C. E. D. 
were responsible for the state- 
ment of policy on growth and 
taxes. 

Information regarding the rec- 
ommendation by the C. E. D. and 
a summary of the constitutional 
basis and the importance of the 
tax immunity of municipal bonds 
were furnished to all members 
of this Committee and IBA Group 
Municipal Securities Committees 
with the suggestion that they 
communicate with members of 
the C. E. D. Subcommittee and 
Committee to explain the impor- 
tance of tax immunity of munici- 
pal bonds. Copies of subsequent 
correspondence by members of 
this Committee indicated that 
widespread action was taken pur- 
suant to this suggestion. 

General articles on tax reform 
in magazines this year have also 
included casual recommendations 
that the tax exemption for mu- 


nicipal bond interest should be 


BEAR, STEARNS & Co. 


Members New York Stock Exchange 





eliminated. In every case where 
such articles have been called to 
the attention of this Committee, 
letters have been addressed to the 
editor explaining the constitu- 
tional basis and the importance 
of the tax immunity of municipal 
bonds. 


Treasury Department’s 
Position 

Reports in the press state that 
Mr. Stanley Surrey, Assistant 
Secretary of the Treasury for 
Tax policy, in an address before 
the American Institute of Certi- 
fied Public Accountants in Chi- 
cago on November 1 stated that 
the Administration plans to send 
to Congress in 1962 a much 
broader program of tax reform, 


and that the reform bill being 
prepared in the Treasury gen- 
erally would broaden the tax 


base to include income not cur- 
rently subject to tax. 

In connection with this subject, 
agents of the Internal Revenue 
Service in at least two areas dur- 
ing the past year have disallowed 
a portion of the deduction by 
banks for interest paid on time 


CHICAGO 





deposits (savings accounts and 
certificates of deposit), on the 
theory that a portion of the in- 
terest was on indebtedness in- 
curred or continued to purchase 
or carry obligations the interest 
on which is tax exempt. The 
formula used by the agent con- 
sists of totaling all interest (in- 
terest from loans, U. S. Treasury 
obligations, other bonds of every 


type and municipal bonds) re- 
ceived by the bank during the 
taxable (calendar) year and then 
dividing the total by the net tax 
exempt interest (gross tax ex- 
empt interest less premium amor- 
tization) to obtain the per- 
centage which tax exempt interest 
bears to total interest. This per- 
centage is applied to the interest 
paid on time deposits and the 
result is then disallowed as an 
expense item. A ruling on this 


question has been requested from 
the Bureau of Internal Revenue 
in Washington and the ruling is 
expected soon. This reflects an- 
other effort to cut the value of 
tax immunity by administrative 
action without legislative or con- 
stitutional amendment and should 
be resisted vigorously if the rul- 
ing by the Bureau of Internal 
Revenue is adverse to the con- 
tinued complete immunity. 


II 
Municipal Industrial Financing 


A comprehensive report on this 
subject was approved by this 
Committee and by the Board of 
Governors of the IBA in May of 
this year. Printed copies of that 
report were mailed to all mem- 
bers of the IBA and many copies 
have been supplied in response 

Continued on page 28 
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to requests from other interested 
persons and organizations. 


MI 


Constitutional and Statutory 
Debt Restrictions 


The Advisory Committee on In- 
tergovernmental Relations on 
Sept. 15 approved a draft report 
on “State Constitutional and Sta- 
tutory Restrictions on Local Gov- 
ernment Debt.” The five basic 
recommendations in the draft re- 
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port for state action are as fol-sources. In many States, present 


lows: 

The Commission believes that 
the present maze of constitutional 
and statutory restrictions upon 
local government borrowing con- 
stitutes a serious impediment to 
effective local self-government in 
the United States. These restric- 
tions handicap self-reliance of 
local communities and govern- 
ments, and impel them toward in- 
creased financial dependence on 
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provisions have contributed to 
complexity and deviousness in 
local debt operations, The Com- 
mission believes that State action 
to remedy this situation is neces- 
sary and urgent. 

(1) The Commission recom- 
mends that State provisions with 
respect to long-term borrowing 
and indebtedness of local govern- 
ments be comprehensive in their 
coverage; any conditions they 
place upon local borrowing power 
should apply uniformly—or with 
a well-considered minimum of 
distinctions—to all types of long- 
term debt. 


(2) The Commission recom- 
mends that authority to issue 
bonds should be legally vested in 
the governing bodies of local gov- 
ernments, subject to a permissive 
referendum only on petition, and 
with participation in any such 
referendum available to all elig- 
ible local voters and the results 
determined by a simple majority 
vote on the question. 

(3) The Commission recom- 
mends the repeal of constitutional 
and statutory provisions limiting 
local government debt or debt 
service by reference to the local 
base for property taxation. 


(4) The Commission recom- 
mends that the States consider 
measures to regulate long-term 
borrowing of local governments 
by reference to the net interest 
cost of prospective bond issues in 
relation to the currently prevail- 
ing interest rate on high quality 
municipal securities. 

(5) The Commission recom- 
mends that States make avail- 
able technical and advisory assist- 
ance to local governments with 
regard to their issuance of long- 
term debt. 


Recommendation 4 suggests that 
states consider regulating long- 
term borrowing of local govern- 
ments by forbidding the sale of 
bonds at a net interest cost rate 
above some specified multiple of 
a reported average yield rate for 
high-grade municipal securities. 
The draft report gave the follow- 
ing hypothetical illustration: 

A state law provides that no 
local government shall issue 
bonds at a net interest cost (ap- 
propriately computed) which 
is more than 1.3 times the cur- 
rent yield rate of the highest 
grade municipal securities. At 
the time of a particular bond 
sale, that rate is 3.00%. If the 
“best” bid would involve a net 
interest cost of 4.20% or less 
(1.4 times 3.00%), the award 
can be made and the sale car- 
ried out. But if no. bid is this 
low, all offers must be rejected. 


Recommendation 4 suggests only 


that states consider this type of 
regulation. The impact of this type 
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of regulation would depend upon 
the precise formula adopted in 
any state. However, we believe 
that the implications of this type 
of regulation were not fully con- 
sidered and we conclude that it is 
not a desirable way of limiting 
local debt. The proposed method 
of regulating local debt would es- 
tablish an arbitrary prohibition 
against financing needed, desir- 
able and feasible facilities if the 
interest cost exceeded the estab- 
lished rate. 

Copies of the final report on 
this subject will be available and 
we urge all members to obtain 
copies from the Advisory Com- 
mission on Intergovernmental Re- 
lations (722 Jackson Place, N. W., 
Washington, D. C.). We urge all 
persons concerned with municipal 
finance to be on the alert for 
studies or legislative proposals on 
this subject in their areas so that 
the dangers in this type of regu- 
lation of local debt can be ex- 
plained and the adoption of such 
regulation opposed. 


IV 


Computation on Transactions in 
Municipal Securities 


The Subcommittee on Trading 
and Cashiering Procedures, under 
the Chairmanship of Mr. Neal 
Fulkerson (Bankers Trust Com- 





George A. Newton, G. H. Walker & Co., St. Louis, Pinning 
Presidential Badge on Curtis H. Bingham, Bingham, Walter 
& Hurry, Inc., Los Angeles, Incoming President 


pany, New York), with the assist- 
ance of Mr. H. F, Dobbin (Bank- 


ers Trust Company) and Mr. 
Charles Gushee (President, The 
Financial Publishing Company), 
have prepared recommendations 
for computation of principal and 
interest on transactions in mu- 
nicipal securities. 


These recommendations, if ap- 
proved by the Board of Govern- 
ors, will be printed in pamphlet 
form and mailed to all members, 
to be effective with transactions 
dated Jan. 2, 1962 and on when- 
issued transactions computed for 
settlement on or after Jan. 8, 
1962. These recommendations 
should be extremely helpful in 
obtaining uniform procedures in 
computations and in providing an 
explanation of computations in 
training back-office personnel. 


Vv 


Handbook on Fundamentals of 
Municipal Bonds 


Since the Handbook on Funda- 
mentals of Municipal Bonds was 
published in September, 1959, the 
first edition of 10,000 copies has 
been sold. We have now published 
a revised edition, bringing statis- 
tical material and references 
thereto up to date and over 600 
copies of the new edition have 
been sold. 











GRANBERY, MARACHE & CO. 


Members New York Stock Exchange 
and Other Principal Exchanges 


Underwriters and Distributors of 


Corporate and 


Municipal Securities 


NEW YORK 
SAN FRANCISCO 


BOSTON 
SPRINGFIELD 


PHILADELPHIA 
SYRACUSE 


STAMFORD 











Ne 
Cor 
Ke: 


for 
at 
Co: 
rec 
of 


in 
po! 
tee 


rt ny WM 
Oa ee ee 


mn y 
nS Ag 


U 
aS 


Un 
at. 








Kemble, Estabrook & Co., Boston; James H 


Subcommittee on Trading and 
Cashiering Procedures. 


The pamphlet on Suggestions 
for Marketing Municipal Bonds 
at Public Sale approved by the 
Committee in 1960, has been well 
received and over 10,000 copies 
of it have been distributed. 


VI 
Subcommittee Reports 


Many matters of interest and 
importance which are not covered 
in this report are covered in re- 
ports of some of the subcommit- 
tees, which are as follows: 
Subcommittee on Accounting 

Terminology and Practices. 
Financial Advisers Subcommittee. 
Special Committee To Study In- 

dustrial Aid and Lease-Pur- 

chase Financing By States and 

Political Subdivisions. 

Liaison and Bond Sale Procedures 
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Anthony E. Tomasic, Thomas & Company, Pittsburgh 


Contnued from page 29 Fred D. Stone, Jr. 
Stern Brothers & Co. Western New York 
Kansas City, Mo. New York, N. Y. 

H. Jackson Shirley, Jr. Joseph Vostal 
Cruttenden, Podesta & Co. Kidder, Peabody & Co. 
Denver, Colo. New York, N. Y. 

Walter H. Steel Robert V. Wehrheim 
Drexel & Co. The Philadelphia National Bank 
New York, N. Y. Philadelphia, Pa. 

Harry J. Steele Brainerd H. Whitbeck 
H. J. Steele & Co. The First Boston Corp. 
Pittsburgh, Pa. New York, N. Y. 





HORNBLOWER. AND WEEKS 


From Coast to Coast You can depend 


on the People, the Ideas, the Facilities of... 


HORNBLOWER & WEEKS 


One Chase Manhattan Plaza., New York 5, N. Y. 





EST. 1888 


FOUNDED 1885 


BROKERS 


in listed, unlisted securities 
and commodities in the 
‘United States and Canada 


THOMSON & MS KINNON 
2 Broadway, New York 4 


CHICAGO INDIANAPOLIS TORONTO 


43 offices in the United States and Canada 


_ MEMBERS NEW YORK STOCK EXCHANGE AND OTHER PRINCIPAL 


SECURITY AND COMMODITY EXCHANGES 





New Governors: Joseph A. Glynn, Jr., Blewer, Glynn & Co., St. Louis; Frank R. Newton, Jr., Lentz, 
Newton & Co., San Antonio; Robert A. Podesta, Cruttenden, Podesta & Co., Chicago; James M. 
Powell, Boettcher and Company, Denver; J. B. Sanford, Jr., Hattier & Sanford, New Orleans; 
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S. Buford Scott, Scott & Stringfellow, Richmond, Va.; G. Powell Davis, Investment Corporation of 
Virginia, Norfolk, 
McConchie, Peoples National Bank, Charlottesville, Va.; C. Wiley Grandy, Investment Corporation of 


Va.; Coleman E. Trainor, Peoples National Bank, Charlottesville, Va.; T. Russell 


Norfolk, Norfolk, Va.; William L. Frazier, Curtiss, House & Co., Cleveland 


James Wiley 
Dean Witter & Co. 
San Francisco, Calif. 


Edward B. Wulbern 
Pierce, Carrison, Wulbern, Inc. 
Jacksonville, Fla. 


G. Thomas Yeager M 


Baker, Watts & Co. 
Baltimore, Md. 


Victor H. Zahner 


Zahner & Co. 
Kansas City, Mo. 


APPENDIX A 
Summary of Area Redevelop- 
ment Act (1961) 
Public Law 87-27 


The purpose of the act is to 
provide Federal assistance to 
communities, industries, enter- 
prises and individuals in areas of 
substantial and persistent unem- 
ployment and underemployment 
in planning and financing their 
economic redevelopment. The act 
will be administered by an Area 
Redevelopment Administrator in 
the Department of Commerce. 
The Secretary of Commerce shall 
designate “redevelopment areas” 
as follows: 


(a) Under Section 5(a), those 
areas within the United States in 
which he determines upon the 
basis of standards generally com- 
parable with those set forth in 
paragraphs (1) and (2), below, 
that there has existed substantial 
and persistent unemployment for 
an extended period of time. There 
shall be included among the areas 
so designated any area— 


(1) where the Secretary of 
Labor finds that the rate of un- 
employment, excluding unem- 
ployment due primarily to tem- 
porary or seasonal factors, is 
currently 6% or more and has 
averaged at least 6% for the 
qualifying time periods speci- 
fied in paragraph (2); and 

(2) where the Secretary of 
Labor finds that annual aver- 
age rate of unemployment has 
been at least—(A) 50% above 
the national average for three 
of the preceding four calendar 
years; or (B) 75% above the 
national average for two of the 
preceding three caiendar years; 
or (C) 100% above the national 
average of one of the preceding 
two calendar years. 


(b) Under Section 5(b), those 
areas within the United States 
which do not meet the require- 
ments set forth in subsection (a) 
but which he determines are 
among the highest in numbers 
and percentages of low-income 
families, and in which there 
exists a condition of substantial 
and persistent unemployment or 
underemployment. The Secretary 
shall consider, among other rele- 
vant factors, the number of low- 








income farm families in the vari- each such area, the availability 
ous rural areas of the United of manpower in each such area 
States, the proportion that such for supplemental employment, the 
low-income families are of the extent of migration out of the 
total farm families of each of area, and the proportion of the 
such areas, the relationship of the population of each such area 
income levels of the families in which has been receiving public 
each such area to the general assistance from the Federal Gov- 
levels of income in the United ernment or from the State or 
States, the extent to which “rural States in which such area is lo- 
development” projects have pre- cated or from any municipality 
viously been located in any such therein. 

area under programs adminis- Section 6 authorizes $100,- 


tered by the Department of Agri- 000,000 in Federal loans for 
culture, the current and prospec- projects in redevelopment areas 
tive employment opportunities in designated under Section 5(a) 
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and $100,000,000 in Federal loans 
for projects in redevelopment 
areas designated under Section 
5(b) to aid in financing any 
project for the purchase or de- 
velopment of land and facilities 
(including, in cases of demon- 
strated need, machinery and 
equipment) for industrial or 
commercial usage. The loans shall 
not be extended for working 


capital or to assist establishments 
relocating from one area to an- 
other; but the limitation regard- 
ing relocation shall not be con- 
strued to prohibit assistance for 
the expansion of an existing 
business entity through the es- 
tablishment of a new branch, 
affiliate or subsidiary if the 
Secretary finds that such estab- 
lishment will not result in an in- 
crease in unemployment in the 
area of original location or in any 
other area where such entity con- 
ducts business operations. 

Loans with maturities up to 
25 years may be made, if the fi- 
nancial assistance applied for is 
not otherwise available from 
private lenders or other Federal 
agencies on “reasonable terms,” 
at an interest rate determined 
under a formula in the act (the 
rate paid by the Secretary on 
funds obtained from the Secre- 
tary of the Treasury, which rate 
would be not greater than the 
current average yields on out- 
standing marketable obligations 
of the United States of compar- 


able maturities as of the last day 
of the month preceding the is- 
suance of such obligations, plus 
1% of 1% per annum) which in 
November, 1961 would have been 
4%. The Secretary shall not make 
any loan without a participation 
unless he determines that the loan 
cannot be made on a participation 
basis and unless it is determined 
that there is a reasonable assur- 


ance of repayment. Loans under 
this section shall not exceed 65% 
of the aggregate cost to the ap- 
plicant (excluding all other Fed- 
eral aid in connection with the 
undertaking). 

At least 10% of the cost must 
be supplied by the state or a 
political subdivision thereof, or 
by a community or area organiza- 
tion which is non-governmental 
in character, as equity capital or 
as a loan repayable only after the 
Federal assistance has been re- 
paid in full and (b) at least 5% 
of the cost of the project must 
be supplied by non-governmental 
sources as equity capital or as a 
loan repayable only after the 
Federal financial assistance has 
been repaid. 

Section 7 authorized $100,000,- 
000 in Federal loans to any state, 
or political subdivision thereof, 
or private or public non-profit 
organization or association repre- 
senting any redevelopment area, 
to assist in financing public fa- 
cilities. Such loans with maturi- 
ties up to 40 years may be made, 
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if not otherwise available on 
“reasonable terms,” at an interest 
rate determined under a formula 
in the act (the rate paid by the 
Secretary on funds obtained from 
the Secretary of the Treasury, 
which would be not more than 
the higher of (i) 242% or (ii) the 
average annual interest rate on 
all interest-bearing obligations of 
the United States then forming a 
part of the public debt as com- 
puted at the end of the fiscal year 
next preceding the issuance by 
the Secretary and adjusted to the 
nearest 4 of 1%, plus %4 of 1% 
per annum) which in November, 
1961 would be 334%. Such loans 


could be made only if, among 
other conditions (a) there is a 
reasonable expectation of repay- 
ment and (b) the project will 
tend to improve the opportunities 
in the redevelopment area for the 
successful establishment or ex- 
pansion of industrial or commer- 
cial plants or facilities. 

Section 8 authorized $75,000,000 
in Federal grants to any state, or 
political subdivision thereof, or 





and 





DISTRIBUTORS 


private or public non-profit or- 
ganization or association repre- 
senting any redevelopment area, 
for public facilities within a re- 
development area, if, among other 
conditions (a) the project will 
tend to improve the opportunities 
in the redevelopment area for the 
successful establishment or ex- 
pansion of industrial or commer- 
cial plants or facilities, (b) the 
entity proposes to contribute to 
the cost of the project in propor- 
tion to its ability so to contribute, 
and (c) the project will fulfill 
a pressing need of the area and 
there is little probability that 
such project can be undertaken 
without the assistance of a grant 
under this section. 

Section 9 authorizes $4,500,000 
to provide technical assistance 


which would be useful in alle- 


viating conditions of excessive 
unemployment or underemploy- 
ment. 


Section 16 authorizes $4,500,000 
for (a) studies of the size, charac- 
teristics, skills, adaptability, oc- 
cupational potentialities and re- 
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lated aspects of the labor force of 
any redevelopment area; (2) pro- 
viding occupational training fa- 
cilities and services and (c) as- 
sisting in setting up apprentice- 
ships and promoting journeymen 
and other on-the-job training. 


Section 17 authorizes $10,000,- 
000 for weekly retraining pay- 
ments to unemployed or under- 
employed individuals residing 
within redevelopment areas who 
are certified by the Secretary of 
Labor to be undergoing occupa- 
tional training or retraining 
under Section 16 of the act. Such 
payments shall not exceed 16 
weeks and the amount of any 
such payment for any week shall 
be equal to the amount of the 
average weekly unemployment 
compensation payment (including 
allowances for dependents when 
appropriate) payable for a week 
of total unemployment in the 
state making such payments. 

This act and all authority con- 
ferred thereunder shall terminate 
at the close of June 30, 1965. 















N. Y. 1-2078 
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Committee Report on 
Industrial Aid and 


Lease-Purchase Financing 


Monroe V. Poole, President of George B. Gibbons 
& Co., Inc., New York City, was Chairman of the 
Special Committee to Study Industrial Aid and 
Lease-Purchase Financing by States and Political 
Subdivisions. Its Report follows: 


The basic report of this Com- 
mittee on municipal industrial 
financing was submitted at the 
Spring Meeting of the IBA and 
was approved 
by the Board 
of Governors 
on May 12, 
1961. Printed 
copies of that 
report were 
subsequently 
mailed to all 
members of 
the Associa- 
tion and hun- 
dreds of ad- 
ditional copies 
have been 
furnished en 
request to 
individuals 
and organizations. This report 
simply summarizes important de- 
velopments regarding municipal 
industrial financing subsequent to 
the basic report. 
Connecticut—<Authorized a State 
Building Commission with powers 


to insure the repayment of ap- 


Monroc V. Poole 





proved mortgages on industrial 
expansion and development proj- 
ects. The Authority will insure 
these projects up to 90% of the 
cost, to a maximum of $5 million 
for each project. The 1961 State 
legislature authorized the issuance 
of bonds up to $25 million for this 
purpose. 

Delaware — Authorized a State 
Industrial Building Commis- 
sion empowered to pledge the 
faith and credit of the State in 
the issuance of bonds to aid in 
financing the construction of 
buildings for sale or lease to 
private industries. Outstanding 
guarantees can not exceed $19 
million at any one time, however, 
and no individual project can be 
guaranteed over $2 million. 


Illinois — Authorized State In- 
dustrial Development Authority 
empowered to issue up to $5 mil- 
lion in bonds to finance the con- 


struction or acquisition of indus- 
trial plant facilities for lease or 
sale to private industries in areas 
of the state that are designated 
as labor-surplus areas. 
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Kansas — The Kansas Supreme 
Court, in a test case, has ruled 
constitutional a state law permit- 
ting cities to issue revenue bonds 
to finance construction of plants 
for lease to private industries. 

New York — The voters ap- 
proved, on Nov. 7, an amendment 
to the State Constitution author- 
izing the creation of the New York 
Job Development Authority, and 
the authorization of $100,000,000 
bonds—$50,000,000 general obliga- 
tion and $50,000,000 revenue 
bonds. 

New York — The Port of New 
York Authority must pay taxes on 
a project it built on Teterboro 
Airport land and leased for 20 
years to a private’ industry, 
Superior Court Judge Charles W. 
Broadhurst has ruled. The ruling 
was made in a suit brought by the 
Borough of Moonachie, N. J., in 
which it was contended that the 
factory building constructed by 
the Port Authority was not re- 
quired for air terminal purposes 
and therefore was not tax-exempt. 

Texas—Two separate bills were 
introduced in the Texas legisla- 
ture this year which would have 
authorized Industrial Aid bonds 
Both bills were defeated in 
committee. 

Vermont—A new State Indus- 
trial Building Authority has been 
organized. Created by the 1961 
Vermont legislature, the new or- 
ganization is empowered to pledge 
the credit of the state up to $10 
million to guarantee local de- 
velopment agency mortgage loans 
on industrial plants. 

West Virginia — Authorized a 
State Industrial Authority to pro- 
mote expansion of industrial ac- 
tivity in economically depressed 
areas in key parts of the state. The 
Authority, empowered under the 
terms of a 1961 State enabling act. 
will make loans to local industrial 
development groups from a $2,- 
000,000 fund. 

Wisconsin — A bill to permit 
counties to appropriate funds to 
non-profit agencies to promote in- 
dustrial development was enacted 
in Wisconsin. Through an amend- 
ment, Milwaukee County was 
exempted from the measure. 

Attached as Appendix A is a 
summary of municipal industrial 
bond issues reported sold or 
authorized since Jan. 1, 1961. 

Respectfully submitted, 
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Monroe V. Poole, Chairman 
Geo. B. Gibbons & Co., Inc. 
New York, N. Y. 


David T. Miralia 
Kuhn, Loeb & Co., 
New York, N. Y. 


Rucker Agee 
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Birmingham, Ala. 


Taylor B. Almon 
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Dallas, Tex. 


Toronto Stock Exchange 
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Elzey G. Burkham, Jr. 
G. H. Walker & Co. 
St. Louis, Mo. 


H. Frank Burkholder 
Equitable Securities Corp. 
Nashville, Tenn. 


John C. Clark 
Wachovia Bank & Trust Co. 
Winston-Salem, N. C. 


Russell M. Ergood, Jr. 
Stroud & Co., Inc. 
Philadelphia, Pa. 


John B. Farra 
The Kentucky Co. 
Lexington, Ky. 
F. D. Farrell 
City National Bank & Trust Co. 
Kansas City, Mo. 


Donald W. Moulton 


R. H. Moulton & Co. 
Los Angeles, Calif. 


Marsom B. Pratt 
Estabrook & Co. 
Boston, Mass. 


Thomas L. Ray 
Mercantile Trust Co. 
St. Louis, Mo. 


Gordon Reis, Jr. 
Seasongood & Mayer 
Cincinnati, Ohio 


H. Jackson Shirley, Jr. 
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APPENDIX A 
The following municipal in- 
dustrial bonds were reported 
sold, or authorized (except a 


few subject to vote) since 
Jan. 1, 1961: 
Number of Aggregate 
State— Issues Amount 
, Se 2 $26,800,000 
Arkansas --_----- 8 11,318,000 
Georgia ........ 1 44,950,000 
Kentucky ------ 1 3,700,000 
Mississippi ----- 23 7,863,000 
Missouri ------- 6 3,665,000 
New Mexico--.. 1 2,000,000 
Oklahoma ------ 1 2,000,000 
Tennessee ___--- 8 22,113,000 


51 *$124,409,000 





*Three issues account for $85,600,000 of 


the aggregate amount. 
ALABAMA 
Amount Issuer— 


$25,000,000 Cherokee 
1,800,000 Montgomery 


$26,800,000 


ARKANSAS 

Amount Issuer— 
$350,000 Benton 

125,000 Benton 

393,000 Blytheville 
2,200,000 Conway 
7,000,000 Greenwood 

350,000 Lake Village 


700,000 North Little Rock 
200,000 Polk 
$11,318,000 


Underwriters and Distributors of 


Canadian Stocks — Bonds 


Members 
American Stock Exchange 


GEORGIA 


Amount Issuer— 


*$44,950,000 Early County 





*Authorized, of which $14,950,000 6% 
bonds will be purchased by Southern Land 
Timber & Pulp Corp. 


KENTUCKY 
Amount Issuer— 


*$3,700,000 City of Florence 





* Authorized. 


MISSISSIPPI 
Amount Issuer— 
$175,000 Canton 
400,000 Chickasaw 
School Dist. 3 & 4 
133,000 Copiah 
1,850,000 Corinth 
800,000 Covington County 
60,000 Forest 
250,000 Fulton 
250,000 Grenada 
370,000 Hernando 
250,000 Itawamba 
250,000 Lafayette County 
School District #4 
100,000 Mathiston 
80,000 Morton 
100,000 Morton 
300,000 Noxubee 
400,000 Okolona 
200,000 Osyka (District) 
100,000 Osyka (City) 
200,000 Pike 
50,000 Ruleville 
30,000 Starkville 
1,500,000 Tate (Senatobia) 
140,000 Terry 
425,000 Union S. D. 4 & 5 
250,000 Wiggins 
$8,663,000 
MISSOURI 
Amount Issuer— 
$3,000,000 Village of Champ 
60,000 +El Dorado Springs 
300,000 tCharleston 
50,000 tMonroe City 
General Obligat’n 
100,000 Monroe City, Rev. 
155,000 §Joplin, Revenue 
$3,665,000 





tApproved by State Commission; not 


voted. 
Approved and voted. 
Approved by State Commission. 


NEW MEXICO 


Amount Issuer— 
$2,000,000 City of Clovis 
OKLAHOMA 
Amount Issuer— 


$2,000,000 State of Oklahoma 
General Obligat’n 


TENNESSEE 
Amount Issuer— 
$15,650,000 Bradley 
500,000 Fayette 
175,000 Goodlettesville 
400,000 Haywood 
310,000 Hardeman 
2,400,000 Lebanon 
*2,400,000 Nashville 
278,000 
$22,113,000 





*First issue of a much larger authoriza- 
tion. 
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Report of the Municipal 
Subcommittee on 
Syndicate Operations 


John W. de Milhau, Executive Officer of the Munici- 
pal Bond Division of the Chase Manhattan Bank, 
New York City, was Chairman of the Municipal 
Subcommittee on Syndicate Operations. The Re- 
port of the Committee follows: 


This subcommittee has held sev- 
eral meetings and the Chairman 
has attempted to keep its member- 
ship informed of the more impor- 
tant matters 
presented to it 
for discussion. 
The wide- 
spread dis- 
tribution of 
the members 
of this Com- 
mittee, desir- 
able as it may 
be, did not 
permit many 
opportunities 
for the major- 
ity of this 
group to sit 
down together. 

This report 
will consist of two sections. In- 
asmuch as this Committee was 
originally entitled the “Proxy” 
subcommittee the first part will 
deal with our thoughts and recom- 
mendations on this subject. The 
second part will deal with other 
important questions referred to 
this subcommittee for discussion. 





John W. de Milhau 


The Proxy Problem 


We believe that although this 
problem is far from being com- 
pletely solved much progress has 
been made. It is difficult to reach 
agreement as to the best way tv 
handle all the complex questions 
that may arise. However, we think 
that by giving publicity to the 
duties and responsibilities of those 
involved we will achieve a better 
understanding and a more positive 
approach on the part of those 
concerned. 

The proxy problem has arisen 
as a result of the formation of 
syndicates comprised of members 
located in many different areas of 
the United States and who do not 
have an office in the city in which 
the account manager will hold 
meetings. We are all well aware 
of the necessity for the manager 


to have a definite commitment or 
other decision on the part of all 
members prior to the submission 
of a bid on behalf of the group. 
The problem arises when the lines 
of communication between the out- 
of-town member and the manager 
do not function properly. 








Some of the desired information 
and its direction of flow may be 
summarized as follows: 


A. From the Manager to the 
Member 


(1) Comment on market condi- 
tions. 


(2) Specific comments on the 


' issue. 


(3) Presale interest from insti- 
tutions and members. 

(4) Consensus of preliminary 
bidding views and desired spread 

(5) Final bid and offering 
terms. 

(6) Final participation if ad- 
justed. 

(7) Members added or dropped 
from the account. 

(8) Allotment of bonds against 
orders filed. 

(9) Any other matters of im- 
portance and urgency. 


B. From the Member to the 
Manager 

(1) Knowledge of his prelim- 
inary price views and indication 
of any substantial interest. 

(2) Indication prior to the final 
meeting of either a bidding limit 
or an agreement to accept bid as 
set by manager and majority 
present. 

(3) Indication of additional 
underwriting desired, if any. 

(4) Filing of subscription dur- 
ing order period. 

(5) Arrangement to pick up 
allotments when ready. 

It has become the custom, of 
necessity, for the managers of ac- 
counts with a large membership 
to request the out-of-town mem- 
ber to arrange to have a proxy 
represent him so that he may be 
advised properly of the discus- 
sions which will take place. If a 
proxy is not appointed the man- 
ager has no alternative other than 
to consider that the member is 
committed to the bid and terms 
set by the account, and will not be 
allotted any additional participa- 
tion. 

In order to bring to the attention 
of the membership many of the 


details incidental to the relation- 
ship of the member, the proxy and 
the manager, and which should 
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not be overlooked, there are listed 
below some suggestions concern- 
ing each party. 


A. Concerning the Manager 

(1) Needs complete and final 
commitment from each member. 

(2) Must be able to make bid in 
ockup meeting. 

(3) Is entitled to price views 
from all members. 

(4) Should not call for proxies 
on small issues. 

(5) Should, when possible, take 
member orders direct. 

(6) Should send out syndicate 
letters as early as possible so 
suitable proxies may be selected. 

(7) Make syndicate letters more 
convenient so that returned copy 
will call for indication of proxy 
selected and amount of additional 
underwriting desired. 


B. Concerning the Proxy 

(1) Should be qualified to at- 
tend price meetings and willing to 
act. 

(2) Must not act for too many 
members. 

(3) Must communicate meeting 
results promptly. 

(4) Limits given should be ob- 
served most closely. 

(5) Should call member collect. 


(6) Private wire systems should 
be avoided. 

(7) Should not have to make 
decisions for members. 

(8) Even if proxy drops out 
should remain in meeting if bid- 
ding limit of members he is proxy 
for not yet reached. If unwilling 
to file orders and pick up allot- 
ments should arrange for someone 
else to do so. 


C. Concerning the Member 

(1) Make arrangements as far 
ahead as possible and advise man- 
ager who will act as proxy. 

(2) Should not have to ask a 
stranger to serve as proxy. 

(3) If operating through proxv 
branch office should also notify 
head office. 

(4) Be sure to exovress actual 
price and profit in sufficient time. 

(5) Signify if willing to go with 
manager and majority or file bid 
limit. Do not request proxy to 
make decision for you. 

(6) File orders through proxv as 
soon as possible especially if they 
must be filed in writing. 

(7) If proxy doesn’t call you— 
call him. 

(8) Be responsible for expenses 
or arrange reciprocal business. 

(9) Recognize that a proxy is 
probably busy and in most in- 
stances is extending a favor. 

(10) Observe discretion and 
good faith with information from 
price meetings. 

It is obvious from the foregoing 
that there are manv varying 
factors to be taken into account 
and that no absolutely fixed 
procedures are practical. How- 
ever. there is little question that 
continuing discussion of this sub- 
iect has been and will be most 
helpful in achieving greater 
understanding of the nroblems 
faced and the means of alleviating 
them. 


Questions Referred to the 
Subcommittee for Discussion 


Many interesting questions have 
heen brought to the attention of 
this subcommittee over the past 


year. We list below some of those 
of more general interest with a 


very brief summary of some of # 
the incidental discussion concern- #% 


ing them. In a number of cases 
the same questions have also been 
submitted to other subcommittees 
so that additional comment may 
be found in their reports. 


(1) Should good faith deposits be = 
returned within 30 days after $ 
delivery and elimination of % 


liability” 


A good faith deposit should be 
returned as soon as good business 
practice dictates that it is no 
longer required. To extend the 
time for return beyond that nec- 
essary can in many instances 
cause undue hardship. 


(2) Should final settlement of 
Syndicate accounts be made 
within 90 days of the final 
sale? 

In many instances settlement 
cauld be made with syndicate 
members in a shorter period of 
time than has taken place. A def- 
inite effort should be made to 
expedite settlement as promptly 
as possible after payment of ex- 
penses. 


(3) Please comment on syndicate 
expenses? 

Every effort should be made to 
hold down expenses to the prac- 
tical minimum, particularly those 
connected with advertising. A 
statement should be furnished the 
account members which will show 
clearly and in detail each item 
of expense. 


(4) Please comment on syndicate 
allocation procedures and the 
handling of “priority” orders? 

Each manager, with the ap- 
proval of the account, should make 
the decision on this question and 
should indicate the manner in 
which orders will be handled at 
the time of the setting of the bid 
and the release terms. It is not 
practical to have standardized or 
inflexible rules covering all ac- 
counts. 


(5) Why cannot the manager ar- 
range simultaneous deliveries 
of a new issue in every city 
in which the members have 
an office? 

Although, to a limited extent, 
deliveries of some issues have 
been made on a simultaneous na- 
tionwide basis, it is not generally 
practical. The overhead cost is 
high and a longer than normal 
period of carry by the banking 
members of the group is called 
for. If a local customer pays his 
broker on the day of original de- 
livery he should lose no interest. 


(6) Why doesn’t the manager ad- 
vance on behalf of members 
of a syndicate any good faith 
deposit required? 

This should be subject to the 
discretion of the manager. How- 
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ever, this procedure certainly 
would negate the reasons for such 
a deposit. Although much book- 
keeping and use of funds might 
be saved, an advance on behalf 
of a member constitutes a loan of 
funds and as such would have to 
be treated and reported in ac- 
cordance with all the require- 
ments of a loan. 


Respectfully submitted, 
SUBCOMMITTEE ON SYNDI- 
CATE OPERATIONS OF THE 

MUNICIPAL SECURITIES 
COMMITTEE 

John W. de Milhau, Chairman 
The Chase Manhattan Bank 
New York, N. Y. 
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Ernest J. Altgelt, Jr. 
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P. Allen Bergquist 
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Report of the IBA 
Liaison and Bond Sale 
Procedures Subcommittee 


Walter W. Craigie, Partner in F. W. Craigie & Co., 
Richmond, Va., submitted the following Report of 
the Liasion and Bond Sale Procedures Subcommit- 


tee, of which he was Chai 


Numerous changes in bond sales 
procedures are proposed from 
time to time and are referred in- 
itially to this Subcommittee for 
consideration. 
The attitude 
of this Sub- 
committee has 
been that any 
change in es- 
tablished pro- 
cedures should 
be recom- 
mended only 
after careful 
consideration 
of all impli- 
cations for 
the issuer, the 
underwriter 
and investors, 
but that there 
should be no reluctance to depart 
from established procedures when 
a proposed change will be con- 
structive and helpful in the mar- 
keting of municipal bonds. 





Walter W. Craigie 


(1) Denominations 
There have been numerous sug- 
gestions in recent years, particu- 
larly by large institutional inves- 


rman: 


tors, that municipal bonds be 
made available in $5,000 demoni- 
nations, instead of the usual $1,- 
000 denominations. For holders of 
large amounts of bonds, the phys- 
ical bulk of bonds in $1,000 de- 
nominations creates a storage 
problem and the task of clipping 
coupons from bonds in $1,000 de- 
nominations is time consuming 
and expensive. With about $70 
billion of municipal bonds pres- 
ently outstanding and the volume 
of municipal financing continuing 
to increase, it is important to pro- 
vide any feature which would 
lessen a deterrent and add an at- 
traction for large investors in such 
bonds. Five thousand denomina- 
tions would reduce by 80% the 
bulk of bonds and the task of 
clipping coupons from coupon 
bonds in $1,000 denominations. 


On the other hand, it appears 
essential that the market for mu- 
nicipal bonds be broadened to in- 
clude many investors who may 
want to invest in units smaller 
than $5,000. For this reason, we 
conclude that it would be unwise 


to recommend that municipal 
bonds be issued only in $5,000 
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denominations, even in large is- 
sues. 


Since $5,000 denominations in 
municipal bonds would be a fea- 
ture attractive to many investors, 
we recommend that: 


(1) Where controlling constitu- 
tional and statutory provisions 
permit, and where otherwise 
practical and possible, issuers of 
municipal bonds include in the 
invitation for bids a provision re- 
quiring bidders (and issuers of 
municipal bonds sold in nego- 
tiated transactions permit the 
purchasing underwriter) to spe- 
cify whether the issue shall be 
printed and delivered in denomi- 
nations only of $5,000 or in de- 
nominations only of $1,000. 


(2) In States where constitu- 
tional or statutory provisions re- 
quire that municipal bonds be 
issued only in $1,000 denomina- 
tions, organizations interested in 
municipal financing cooperate in 
efforts to obtain the necessary 
amendments to permit the issu- 
ance of such bonds in $5,000 de- 
nominations as well as $1,000 de- 
nominations. 


There may be difficulties in 
providing for $5,000 denomina- 
tions in certain issues and it obvi- 
ously is not expected that pro- 
vision will be made for $5,000 
denominations where the prob- 
lems are insurmountable. 


Another approach to this prob- 
lem is the possibility of making 
municipal bonds freely conver- 
tible (a) in denominations of 
$1,000 or any whole multiple 
thereof and (b) as coupon bonds 
or to fully registered for principal 
and interest. These features are 
very attractive to many investors, 
but they pose some problems, one 
of the principal of which is the 
expense which manv investors 
and issuers are unwilling to as- 
sume, The City of Philadelphia 
recently has provided that (a) its 
coupon bearer bonds may be free- 
ly exchanged for fully registered 
bonds in the denomination of $1,- 
000 or any whole multiple thereof 
and (b) that fully registered 
bonds may be exchanged for cou- 
pon bearer bonds of $1,000 de- 
nomination—at the expense of the 
city. The experience in Philadel- 
phia will be helpful in further 
consideration of this approach. 


(2) Award of Municipal Bonds at 
Public Sale 


In 1960 this Subcommittee rec- 
ommended, and the Municipal Se- 
curities Committee adopted and 
the IBA Board of Governors ap- 
proved, a resolution urging issuers 
of municipal bonds to determine 
promptly after receipt of bids 
whether a bid will be acepted and, 
if a bid is accepted, to make a 
prompt written award of the 
bonds to the successful bidder. 
This same resolution was adopted 
by the Board of Governors of the 
Municipal Forum of New York in 
February, 1961, by the Municipal 
Finance Officers Association at its 
meeting in May, 1961 and by the 
Local Government Law Section of 
the American Bar Association at 
its meeting in August, 1961. 


(3) Delivery of Municipal Bonds 


In 1960 this Subcommittee rec- 
ommended, and the Municipal Se- 
curities Committee adopted and 
the IBA Board of Governors ap- 
proved, a resolution that the con- 
tract between the issuer and the 
winning bidder for the sale of mu- 
nicipal bonds advertised for pub- 
lic bids should obligate the seller 
to deliver the bonds by a specific 
date (preferably not later than 30 
lays after the award of the bonds) 
and should grant the winning 
bidder an option to cancel his ob- 
ligation and to receive prompt re- 
fund of his good faith deposit 
check if delivery is not made by 
the specified date. 

The resolution also provided 
that the issuer should give to the 


-winning bidder at least seven days 


advance notice of the time and 
date of delivery and urged all is- 
suers, attorneys and investment 
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bankers to make these obligations 
as to delivery and advance notice 
thereof terms of the contract, be- 
tween the issuer and the winning 
bidder for the sale of municipal 
bonds advertised for public bids, 
by specific provisions in the notice 
of sale (and in the bid form 
where the terms of the contract 
are established by the bid form). 


This resolution was also adopt- 
ed by the Board of Governors of 
the Municipal Forum this year. It 
was also adopted by the M.F.O.A. 
with the addition, to the provision 
with respect to the option of the 
winning bidder to cancel 
if delivery is not made by the 
specified date, of the qualification 
“save and except a delay occa- 
sioned by circumstances beyond 
the control of the issuer.” The Lo- 
cal Government Law Section of 
the American Bar Association ap- 
proved the report of its Commit- 
tee for Liaison with the IBA, rec- 
ommending that each member of 
the Section give consideration to 
the provisions of this resolution 
and take such action as he may 
deem appropriate to protect the 
rights of the winning bidder and 
the issuer. 


(4) Supplemental Coupons 

In 1960 this Subcommittee sub- 
mitted a report on Supplemental 
Coupons, adopted by the Munici- 
pal Securities Committee and ap- 
proved by the IBA Board of 
Governors, concluding with rec- 
ommendations that: 

(1) Impractical statutory pro- 

visions or bidding requirements, 
which necessitate the use of sup- 
plemental coupons, be changed 
where possible so that bids can 
be submitted on a regular basis 
without the necessity for using 
supplemental coupons. 
_ (2) There be included in no- 
tices of sale or bid forms a spe- 
cific statement whether supple- 
mental coupons will be permitted, 
so that all bidders will be bidding 
on the same basis. 

The Board of Governors of the 
Municipal Forum of New York on 
February 24, 1961 adopted a reso- 
lution to the same effect, as fol- 
lows: 

“RESOLVED, that in order to 
avoid uncertainty on the part of 
bidders for municipal bonds, it is 
desirable for issuers to specify 
whether or not bids providing for 
supplemental coupons will be ac- 
ceptable, and for this purpose it 
is recommended that issuers in- 
clude in their notice of sale a 
provision similar in form to one 
of the following sentences: 

(1) “Only one coupon will be 
attached to each bond for each in- 
stallment of interest thereon, and 
bids providing for additional or 
supplemental coupons will be re- 
jected. 

(2) “Bids may specify that the 
interest payable for any period 
prior to maturity will be repre- 
sented in part by separate coupons 
designated as additional or sup- 
plemental coupons.” 


. Thursday, December 28, 1961 






The resolution of the Municipal] 
Forum was approved by the Lo- 
cal Government Law Section of 
the American Bar Association and 
by the Executive Board of the 
M.F.O.A. 


(5) Other Matters Referred to 
Subcommittee 


Other matters referred to this 
Subcommittee but not yet con- 
sidered by it include the follow- 
ing: 

(a) What minimum amount of 
good faith deposits should be re- 
quired by bidders, based on a per- 
centage of par value of the issue? 


(b) When multi-purpose bonds 
are sold as separate issues at the 
same time and same place, should 
they be awarded individually or 
on an all-or-none basis? 


(c) Do requirements for “un- 
conditional bids” in notices of sale 
have detrimental effects on bids 
by forcing bidders to accept un- 
favorable conditions? 


(d) What financial responsibil- 
ity should be required of bidders 
on municipal bond issues? 


(6) Liaison Meetings 


Joint meetings of liaison com- 
mittees of the Municipal Finance 
Officers Association, the Local 
Government Law Section of the 
American Bar Association, the 
Municipal Forum of New York 
and the IBA have been held this 
year, as in recent past years, at 
the annual meetings of the 
M.F.O.A., the American Bar Asso- 
ciation and the IBA. We take this 
opportunity to express our sincere 
appreciation to the representa- 
tives of the other organizations 
and to the officers and governing 
bodies of those organizations for 
their cooperation throughout the 
year in consideration of recom- 
mendations to facilitate sound 
municipal financing. 


Respectfully submitted, 


LIAISON AND BOND SALE 
PROCEDURES SUBCOMMITTEE 


Walter W. Craigie, Chairman 
F. W. Craigie & Co. 
Richmond, Va. 


Russell M. Ergood, Jr. 
Stroud & Co., Inc. 
Philadelphia, Pa. 


Lloyd B. Hatcher 
White, Weld & Co. 
New York, N. Y. 


Cushman McGee 
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New York, N. Y. 


Richard Morey 
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St. Louis, Mo. 


Delmont K. Pfeffer 
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New York, N. Y. 


Walter H. Steel 
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New York, N. Y. 
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Chicago, Ill. 

Alan K. Browne 
Bank of America N. T. & S. A. 
San Francisco, Calif. 
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Report of Subcommittee 
On Trading and 
Cashiering Procedures 


W. Neal Fulkerson, Jr., Vice-President in Charge 
of the Municipal Bond Department of the Bankers 
Trust Co., New York City, was Chairman of the 
Municipal Subcommittee on Trading and Cashier- 
ing Procedures. Its Report follows: 


During the current year the Sub- 
committee has been concerned 
with two subjects of importance 
to our business. 


(1) Recommendations for Compu- 
tation of Principal and Inter- 
est on Transactions in Munic- 
ipal Securities: 


The recommendations adopted 
by the Municipal Securities Com- 
mittee Nov. 28, 1960, and ap- 
proved by the Board of Governors 
providing for 
purchase and 
sale invoices 
for trades in 
municipal se- 
curities to be 
figured to 
three decimal 
places, instead 
of six as was 
formerly done, 
have been in 
effect since 
Jan. 1. For 
several weeks 
following this 
effective date 
there were 
numerous instances where dis- 
crepancies resulted in figuring in- 
voices because different methods 


W. Neal Fulkerson, Jr. 





of computing basis prices which 
had been in general use failed to 
produce uniform results in some 
cases when carried to only three 
decimal places. 


In order to eliminate these dis- 
crepancies the Subcommittee ap- 
pointed a group of senior opera- 
tions personnel from major dealer 
and dealer-bank firms to explore 
the problem thoroughly and sub- 
mit recommendations for various 
methods of figuring which would 
always produce identical results. 
This group received excellent co- 
operation from Mr. Charles H. 
Gushee, President of the Finan- 
cial Publishing Company. The 
Group’s recommendations were 
approved and released to the IBA 
membership on March 31 and 
have apparently been effective in 
producing uniform figuring re- 
sults. 

Since it seemed advisable to 
have available to our members 
additional recommendations to 
cover most all of the usual prob- 
lems encountered in figuring mu- 
nicipal transactions, the Subcom- 
mittee has prepared a more 
comprehensive summary of sug- 
gested methods. This material was 
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submitted for review and com- 
ment to members of the Board of 
Governors and the Municipal Se- 
curities Committee under date of 
September 28. If approved, the 
recommendations will be distrib- 
uted to the membership in pam- 
phlet form. 


(2) Counterfeit or Forged Munic- 
ipal Securities: 

Early this year it was disclosed 
that a substantial amount of coun- 
terfeit Ohio Turnpike Authority 
bonds as well as bonds of a cor- 
porate issue had turned up in the 
market. This added to the growing 
concern among issuers, dealers 
and investors that our rapidly 
expanding volume of municipal 
securities might become a more 
attractive field for counterfeiters 
and forgers. The Subcommittee 
was requested to review the 
problem and consider revising or 
bringing up-to-date a report is- 
sued by a special committee in 
1934. 

Since the subject was also 
being considered by a committee 
of the Municipal Forum of New 
York our Subcommittee agreed to 
work jointly with this group in a 
review of the problem. Our study 
is being conducted under two 
general approaches to the subject 
— first, a possible standard of 
specifications for printing munici- 
pal bonds which will provide 
maximum practical security at 
reasonable cost; and second, a 
brief guide for personnel han- 
dling municipal bonds which will 
assist them in recognizing coun- 
terfeit securities. 

In our work so far we have 
consulted with many interested 
parties including state and local 
officials, municipal bond attor- 
neys, indemnity companies, bank 
note companies and commercial 
banks. The Municipal Finance Of- 
ficers Association is greatly inter- 
ested in the problem and will un- 
doubtedly work with us through 
the respective liason committees 
when final recommendations are 
proposed. On October 6 we sub- 
mitted to groups of municipal 
bond attorneys and bank note 
companies a suggested set of 
specifications for review and com- 
ment. It is our hope that a final 
report may be issued early next 
year. 

The Subcommittee also has 
been asked to consider the prac- 
tice of deaiers offering two or 
more issues of bonds as an all-or- 
none package at a single price. 
The Subcommittee has not as yet 
had an opportunity to consider 
that question. 


Respectfully submitted, 
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Report of Subcommittee on 
Liaison With the ABTTA 


William F. Morgan, Vice-President of Blyth & Co., 
Inc., New York City, was Chairman of the Subcom- 
mittee on Liaison with the American Bridge, Tunnel 
and Turnpike Association and reported to the Con- 


vention as follows: 


The Subcommittee appointed by 
Municipal Committee Chairman 
Alan K. Browne for liaison with 
the American Bridge Tunnel & 
Turnpike As- 
sociation 
(hereinafter 
sometimes 
called the 
ABTTA) has 
had a rela- 
tively un- 
eventful year. 
This position, 
to a large ex- 
tent, has been 
due to factors 
over which 
neither the 
Committee or 
the ABTTA 
has had con- 
trol and includes the following: 

(a) The ABTTA for a substan- 
tial portion of the year had no 
active executive secretary (for 
approximately six months of the 
current year). 


(b) The ABTTA moved its Ex- 
ecutive Office to Washington ear- 
lier this year with subsequent 
difficulties of organization. 

On Oct. 19, 1961 the Subcom- 
mittee had a luncheon meeting 
with President Frank J. Horty, 





W.F. Morgan 


Vice-President John Pershing and 
Executive Secretary W. A. Rusch 
of the ABTTA in New York to 
discuss means of improving liai- 
son with the Association. At this 
meeting, plans of the ABTTA for 
the future, changes with respect 
to its objectives, and its conven- 
tion in Philadelphia on Nov. 12, 
through 17 were discussed thor- 
oughly. The meeting was friendly 


in every respect and plans, meth- 


ods, and hopes for improving liai- 
son were considered by those in 


` attendance. 


The 29th Annual Convention of 
the ABTTA in Philadelphia was 
attended by three members of the 
Subcommittee. They attended 
business and committee meetings 
of the ABTTA in order to evi- 
dence the interest of the IBA in 
the activities of the Association. 
At this meeting a plan was worked 
out whereby the IBA Subcommit- 
tee will assist the ABTTA in its 
efforts to secure improved and 
additional use of standardized 
interim reporting for toll road 
projects. 

Mr. John Pershing, President- 
Elect of the ABTTA for the year 
1961-62, is well acquainted with 
investment banking activities and 
is aware of the wish of the IBA 


to cooperate on matters of mutual 
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interest. The New Executive Sec- 
retary of the Association also ap- 
pears to appreciate the value of 
closer liaison of the two organiza- 
tions. 

Accordingly, the Subcommittee 
feels that the outlook is favorable 
for improved liaison with the 
ABTTA during the coming year. 

Respectfully submitted, 


MUNICIPAL SUBCOMMITTEE 
ON LIAISON WITH THE 
ABTTA 


W. F. Morgan, Chairman 
Blyth & Co., Inc. 
New York, N. Y. 


Winthrop S. Curvin 
Smith, Barney & Co. 
New York, N. Y. 


Walter W. Friend, Jr. 
R. W. Pressprich & Co. 
New York, N. Y. 


George J. Gruner 
John Nuveen & Co. 
New York, N. Y. 


George T. Ragsdale 
Lehman Brothers 
New York, N. Y. 


Walter H. Steel 
Drexel & Co. 
New York, N. Y. 











Report of Subcommittee on 
Financial Advisors 


For 


Municipalities 


William C. Jackson, Jr., President of First South- 
west Co., Dallas, as Chairman of the group, sub- 
mitted the following Report of the Subcommittee 
on Financial Advisors for Municipalities. 


Municipalities considering financ- 
ing might save substantial amounts 
of money and avoid serious prob- 
lems by obtaining expert financial 
advice. Such 
advice is 
available for 
the smallest 
municipali- 
ties, which 
need assist- 
ance on ele- 
mentary plan- 
ning and basic 
procedures, as 
wellasthe 
largest 
municipali- 
ties, which 
need highly 
specialized 
advice on in- 
terest rates and market conditions. 

Expert financial advice shoul¢ 
be obtained from an investment 
banker. Not only is he best quali- 
fied on matters such as current 
market conditions and interest 
rates, but he is most familiar 
with the requirements of various 
types of investors as to maturities, 
rates, options, and other pertinent 
facts which will result in the 
municipality receiving the best 
possible bids on the securities to 
be sold. Just as an engineer is 
employed to prepare the engineer- 
ing surveys, and an attorney is 
employed to prepare the legal 
proceedings and render a market 
opinion, an investment banker 
should be employed as early as 
possible to provide sound financia! 
advice. 


Some of the important func- 
tions of a financial advisor in- 
clude: making a survey of the 
financial resources of the munici- 
pality; recommendation of a plan 
of financing designed to obtain 
the needed funds on the most 
favorable basis; the selection of a 
date when the market is favorable 
for receiving bids; the preparation 
of the Notice of Sale to include al! 
information needed by bidders: 
the preparation of a Prospectus to 
include all information expected 
by bidders and investors; assist- 
ance in the tabulation and com- 
parison of bids; and arranging for 
the printing and delivery of the 
bonds. 


Financial advisory service for 
municipalities is usually provided 
under one of the following two 
arrangements: 


(1) For continued counseling on 
financial matters not limited to 
any particular financing — on a 
retainer basis. Counseling on this 
basis might involve matters other 
than the issuance of bonds, such 
as tax rates, utility rates, budgets, 
charter provisions, or a program 


for the investment of municipal 
funds. The compensation for this 
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type of service might be a fixed 
amount, an annual retainer, or, if 
the issuance of bonds is involved, 
a per bond charge. 


(2) For a particular financing, 
where the bonds will be adver- 
tised for bid at public sale, or 
where the bonds will be sold on a 
negotiated basis to someone other 
than the financial advisor, the 
advisor will be compensated ac- 
cording to the extent of the serv- 


we offer... 


public utilities 
railroads 
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ices to be rendered, taking i 
account the type of bond and < 
of the issue. 

Under either of the above 
rangements, the compensatio: 
be paid the financial advisor n 
be made to include reimbursem 
of various expenses, such as ç 
of reports of engineers and fees 
the attorney engaged by the 
suer to perform legal services 





connection with the issuar ) 
and/or approval of the bonds. ; 
every instance, bond couns | 


should be engaged by the issu: 
and named in the financial a 
visory contract. | 


Respectfully submitted, 


SUBCOMMITTEE ON FINAN 
CIAL ADVISORS FOR 
MUNICIPALITIES 


William C. Jackson, Jr., Chairmay 
First Southwest Co. 
Dallas, Tex. 


Frank C. Carr 
John Nuveen & Co. 
Chicago, Ill. 


Sidney J. Mohr, Jr. 
Thornton, Mohr and Farish, Inc. 
Montgomery, Ala. 


Donald W. Moulton 
R. H. Moulton & Company, 
Los Angeles, Calif. 


George T. Ragsdale 
Lehman Brothers 
New York, N. Y. 


Joseph Refsnes 
Refsnes, Ely, Beck & Co. 
Phoenix, Ariz. 


Walter H. Steel 
Drexel & Co. 
New York, N. Y. 


over fifty years’ experience as underwriters, 
dealers, and distributors of all types of securities. 
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Report of Municipal 
Conference Subcommittee 


Russell M. Ergood, Jr., Vice-President of Stroud & 
Co., Inc., Philadelphia, in his capacity as Chairman 
of the Municipal Conference Subcommittee, ad- 
vised the Convention as follows: 


The Municipal Conference com- 
mittee was charged with the task 
of studying the necessity of an an- 
nual 1.B.A. Municipal Conference 
where more 
time could be 
made avail- 
able for more 
of the munic- 
ipal people to 
discuss and 
study the 
many more 
problems cre- 
ated by the 
tremendous 
increase in 
volume in the 
field of Mu- 
nicipal Fi- 
nance today. 
In the last ten 
years, the volume of new issues of 
municipal bonds has increased 
from approximately $3,278,000,000 
to $7,900,000,000. 

Our committee is composed of 
capable representatives of our in- 
dustry representing large and 
small dealers from various sec- 
tions of the country. In fact, the 
geographical coverage of this 
committee is from coast to coast 
and the Great Lakes to the Gulf. 
This was not just by good fortune 
but by design because the prob- 
lem which we were given to work 
out concerns everyone in this 
great land of ours interested and 
involved in municipal finance. 

After thoroughly sampling 
many opinions in various sections 
of the country, we found that 
most everyone was greatly in 
favor of having this Conference 
provided, however, it was held 
completely under the I.B.A. um- 
brella. It also came to light that 
many members of the I.B.A. who 
are interested in municipal fi- 


nance have been unable to send 
their municipal men to the con- 
vention due to the limitation on 
the total number permitted to at- 
tend from an individual firm. In 
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most all of these cases, these firms 
would send representatives to an 
I.B.A. Municipal Conference. It is 
also interesting to note that the 
Executive Committee of the Texas 
group of the I.B.A. passed a reso- 
lution strongly supporting the 
idea of a Municipal Conference. 
These reactions were not at all 
surprising as the entire committee 
was strongly in favor of this Con- 
ference. With this overwhelming 
national acceptance, we moved 
into the questions of where, when 
and how? 

The where, when and how sit- 
uations were more complex due 
to the fact that certain conflicts 
had to be circumvented and 
worked out. We are thoroughly 
aware that this Conference can- 
not and will not interfere in any 
way with any of the I.B.A. func- 
tions. This Conference will also 
be financially self-supporting. 

After careful study, our com- 
mittee feels that a two-day semi- 
nar should be held on Friday and 
Saturday prior to the start of the 
regular I.B.A. Convention in Flor- 
ida. This seminar could close with 
the Municipal Forum on Sunday 
afternoon. Those people who are 
interested in municipal securities, 
who are qualified to attend the 
convention, can continue their 
stay when the regular convention 
starts Sunday afternoon and those 
who would be present for the 
Conference only would thereafter 
not be a part of the convention. 
This plan would supplement the 
existing setup and give municipal 
representation of the majority of 
1.B.A. firms and not the minority, 
thus enabling a broader under- 
taking of national problems 
through greater geographic scope. 
After we have had our first Mu- 
nicipal Conference prior to the 
annual I.B.A. Convention and the 
many benefits proven, it is our 
reccmmendation to make it an 
annual affair. 

After realizing the benefits that 
will come out of this Conference, 
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it is likely that various I.B.A. 
groups throughout the country 
will want to host a Municipal 


Conference so that from year to 
year it would take place in dif- 
ferent geographical areas. Such 
Conferences would, of course be 
open to all I1.B.A. members but 
appeal to the municipal element. 
The Conference could be one or 
two days with regular programs 
that would encourage participa- 
tion and expression of individual 
opinions. In all probability, this 
would create greater grass-root 
interest and participation. 

Therefore, our committee 
ommends: 


(1) The first Annual Municipal 
Conference be held prior to the 
Annual Convention in Florida. 


(2) Subsequent Annual Con- 
ferences can either be held at 
Florida or under the auspices of 
the various I.B.A. groups. It is 
recommended that this type of 
Conference be referred to the 
Group Chairman Committee. 


(3) In order to implement the 
First Annual Municipal Confer- 


rec=- 


ence, Our committee offers its 
services toward this objective, and 
it is further recommended that an 
Annual Conference Committee be 
appointed by the Chairman of 
the Municipal Securities Commit- 
tee. 

The problems of our fifty states 
and their laws plus local customs 
and usages of the municipal bond 
business, and better communica- 
tions between all segments of our 
business is important. An I.B.A. 
Municipal Conference can and 
will play a big part ir solving 
these problems. 

On behalf of the members of 
our committee, it has been a 
pleasure to serve you. 

Respectfully submitted, 
MUNICIPAL CONFERENCE 
SUBCOMMITTEE OF THE 
MUNICIPAL SECURITIES 

COMMITTEE 
Russell M. Ergood, Jr., Chairman 
Stroud & Co., Inc. 
Philadelphia, Pa. 
Ernest J. Altgelt, Jr. 


Harris Trust & Savings Bank 
New York, N. Y 
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E. William Darmstatter 
Stifel, Nicolaus & Co., Inc. 
St. Louis, Mo. 

Harvey J. Franklin 
Merrill Lynch, Pierce, 

& Smith Inc. 
San Francisco, Calif. 

Arthur S. Friend 
Folger, Nolan, Fleming- 

W. B. Hibbs & Co., Inc. 
Washington, D. C. 

Elmer G. Hassman 
A. G. Becker & Co., Inc. 
Chicago, Ill. 

Robert E. Moroney 
Moroney, Beissner & Co. 
Houston, Tex. 

Logan V. Pratt 
R. S. Dickson & Co. 
Charlotte, N. C. 

Gordon Reis, Jr. 

Seasongood & Mayer 
Cincinnati, Ohio 

Fred D. Stone, Jr. 

The Marine Trust Co. of 
Western New York 
New York, N. Y. 

Victor H. Zahner 
Zahner & Co. 

Kansas City, Mo. 
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We are pleased to announce 





the establishment of a 





Teletype Network 





to Municipal Bond Dealers 





| his new teletype network represents a major step in our continu- 


ing effort to facilitate the market operations of dealers and dealer 


banks in the municipal bond field. 


The opening of this new channel has enabled us to greatly speed 


the exposure of municipal bonds to prospective buyers. 


Under this procedure essential details arrive simultaneously in 


the offices of a large number of active dealers. Each dealer is auto- 


matically provided by teletype with a list of available bonds for 


which he can readily bid. 


We believe this to be a significant breakthrough in the historical 


development of the secondary market. Any sound procedure which 


effectively speeds the purchase and sale of bonds is destined to 


have a beneficial effect upon the entire municipal bond market. 
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Subcommittee’s Report on 
Metropolitan Area Problems 


Orlando S. Brewer, Partner, Phelps, Fenn & Co., 
New York City, in the role of Chairman of the 
Subcommittee on Metropolitan Area Problems, 
submitted accompanying Report to the Convention: 


In recent years a large number 
of studies have been conducted 
seeking a solution to the metro- 
politan area problems of trans- 
portation, 
schooling, 
water, sewers 
and a multi- 
tude of other 
services re- 
quired by 
mushrooming 
communities 
dotting the 
nation. Many 
of these prob- 
lems can be 
attributed to 
the metropol- 
itan areas 
spreading be- 
yond the po- 
litical boundaries of the cities 
which form their base. These 
problems are further magnified 
when one takes into considera- 
tion the enigma that is taking 
place in the migration of the 
urban to the suburban and the 
suburban to the urban. It is ap- 
parent that no easy solution ex- 
ists. However, in seeking a rem- 
edy three general problems which 
invariably will be considered are: 
(1) the appropriate governmental 
unit to furnish the facility or 
service, (2) the division of polit- 
ical authority arcong the various 
governmental units within the 
area, and (3) the means of financ- 
ing the facilities or services. 

Five general approaches deter- 
mining the appropriate unit to 
provide area-wide services have 
been proposed. 

(1) A special authority or dis- 
trict to deal on a regional basis 
with a single or limited function 
such as rapid transit or water 
supply (for example, the New 
York Port. Authority and the 
Metropolitan Water District of 
Southern California). 


(2) A metropolitan federation 
organized on a regional basis as 
a new governmental entity, to 
which the various local govern- 
mental units within the area sur- 
render authority to deal with 
specified functions (for example, 
the Municipality of Metropolitan 
Toronto). 

(3) A shift of specified func- 
tions to an area-wide govern- 
mental entity which encompasses 
the entire area (for example, 
Dade County, Florida). 


(4) Annexation or consolidation 
of entities. 


(5) Joint exercise of powers 
through contractual arrangements 
for services. 

This report does not propose to 
cover all of the developments re- 
garding metropolitan area prob- 
lems, but it includes simply a 
summary of some of the principal 
developments illustrative of the 
problems involved and the solu- 
tions suggested. 


CALIFORNIA 


California population explosion 
Poses many problems. A recent 
study by the Governor’s Commis- 
sion of California for Metropoli- 
tan problems brought to light 
various and sundry problems that 
are now plaguing the state and 
will continue to do so in the near 
and distant future as a result of 
this state’s population explosion. 
California today has 15% million 
people. Almost 14 million, or close 


to 90% of this population, live 
in one or another of nine metro- 
politan areas. The number of 
cities has increased to 368, but in 
spite of this, a tremendous num- 
ber of the people living in metro- 
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politan areas do not live within 
incorporated communities. The 
metropolitan community — mil- 
lions of people and their daily 
living activities — has expanded 
beyond municipal boundaries, and 
in several cases, has crossed 
boundaries. Half of the metro- 
politan communities in the state 
include two or more counties. In 
short, there now exist area-wide 
complexes with wide-area prob- 
lems, and needs which are beyond 
the capacity of one or a few of 
local units of government to 
solve. 

These area-wide problems are 
acute and are mounting with pop- 
ulation increases. It is estimated 
that California’s population in- 
creases by 1,500 people a day, that 
each year one half million people 
are added. If this rate of increase 
continues, California will meet 
and exceed New York State as 
the most populous state in the na- 
tion by 1962. In common with na- 
tional trends 85% of this growth 
occurs in metropolitan areas. By 
1980 California will have an esti- 
mated 30 million persons; about 
28 million will live in one metro- 
politan area or another. 


The Commission reported there 
are a number of problems requir- 
ing treatment and solution on an 
area-wide basis. These problems 
include regional planning; metro- 
politan transportation; pollution 
of the water and air; regional and 
interregional water supply and 
distribution; inequities in taxes 
and level of services throughout a 
metropolitan area; inequities ag- 
gravated by complexities in local 
government; and the loss of polit- 
ical control by the citizen. The 
report pointed out that there is 
a dramatic and often unsuspected 
variation between cost of services 
and the level of services received 
in the same metropolitan area. It 
was found that many suburban 
communities in a metropolitan 
area were paying much more for 
fire protection, water, sanitation, 


etc. than residents of a central 
city and these same residents 
were not receiving the quality of 
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service as their city brothers. 
Further complicating the area- 
wide relationships between serv- 
ices and revenues in metropolitan 
areas is the great number of in- 
dependent and overlapping local 
government units. City incorpora- 
tions to promote special economic 
interests have been cited, plus the 
problem created by over 2,000 
independent governing bodies 
now functioning in California’s 
nine metropolitan areas. 

Problems of transportation, 
water and air pollution cannot 
and will not be solved on a com- 
munity basis concludes the re- 
port, they will and can be on an 
area-wide basis. The key to solv- 
ing the metropolitan problems, it 
appears is the establishment in 
metropolitan communities of an 
area-wide organization or frame- 
work through which truly area- 
wide matters can be presented, 
discussed, decided and acted upon 
on an area-wide basis. 


LOS ANGELES 


California transport plan. The 
Southern California Research 
Council has proposed a Transport 
Authority to coordinate transport 
planning and, where necessary, 
transport development and opera- 
tion in the Southern California 
region. The need for a balanced 
system of transport in the region 
experiencing the concentric ex- 
pansion of the Los Angeles urban 
area is emphasized by the Coun- 
cil’s projection of a population 
increase in the region from 9 
million to 17 million, and a total 
labor force increase from 3.5 mil- 
lion to 6.7 million by 1980. 


MPTA, as proposed, would be 
created by the State Legislature, 
but controlled by the five counties 
within which the Authority would 
function. The directing board 
would include one member from 
each of the participating counties 
appointed by the respective boards 
of county supervisors, one mem- 
ber appointed by the Governor, 
and one member representing the 
State Division of Highways. In 
MPTAs’ first phase of activity, 
that of developing a master trans- 
port plan, it would be granted 
power to hire competent profes- 
sional planners and to levy taxes 
to finance its operations. With 
completion of the plan, it would 
receive bonding powers, the right 
of eminent domain, and authority 
to operate mass transit facilities 
with the Los Angeles Metropolitan 
Transport Authority as its first 
operating agency. According to 
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the plan, local governments will 
retain autonomy for local plan- 
ning, while using the special dis- 
trict organization as a tool of 
cooperation for the development 
of the region as a whole. MPTA 
could be later expanded geo- 
graphically or developed into a 
multi-purpose district as recom- 
mended by the Governor’s Com- 
mission on Metropolitan Area 
Problems. 

The Southern California 
Research Council recommended 
that the proposed Authority’s 
initial planning should be designed 
to seek balanced development of 
freeways, of rapid transit facilities 
in the city centers, of bus express- 
ways or express lanes, of airport 
access routes, and of multi-pur- 
pose transit centers. 


SAN FRANCISCO 
Millions in benefits expected of 
Bay Transit. In 1975, within three 
years of the proposed regional 
transit system’s entering full oper- 


ation in the San Francisco Bay 
area, estimated tangible economic 
benefits will reach $42,000,000 an- 
nually. Benefits will accrue from 
savings in travel time, in freight 
movements, in accident incidence, 
insurance premiums, automobile 
operating costs, parking charges, 
bridge tolls and traffic control. 
Intangible benefits which may 
exceed the foregoing include: 
stimulus of regional growth, en- 
couragement of development in 
urban centers, reduced smog, new 
locations for business and indus- 
try, provision of shelter and trans- 
portation for civil defense. 

The proposed five-county, 120- 
mile system will consist of 20 
miles of subway and tunnels, 42 
miles of aerial lines, 52 miles of 
high-speed surface lines, a 14-mile 
underwater transit tube connect- 
ing San Francisco and Oakland, 
and a 2-mile rail link suspended 


beneath the present deck of the 
Golden Gate Bridge. The network 
will comprise five main transit 


F. EBERSTADT & Co. 


Underwriters and Distributors 


of Corporate Securities 


Private Placements 


Mergers and Consolidations 


Financial Consultants 


Manager and Distributor of 


F. EBERSTADT & CoO. 
NEW YORK 6, N. Y. 


TELETYPE N Y1-618 


65 BROADWAY 


TELEPHONE WHITEHALL 4-8787 


ae 


roa 


Fort 


lines radiating outward from the 
trans-bay tube and extending 
along heavily travelled traffic 
corridors. 


Total cost will be $1,078,000,000 
not including $133,000,000 for 
construction of the trans-bay tube 
which will be provided for from 
surplus Bay Bridge automobile 
tolls. By 1980, the systems will be 
carrying more than 127,000,000 
passengers annually and produc- 
ing gross revenues of close to 
$47,000,000. The earnings will 
leave a surplus of more than 
$5,000,000 after paying operating 
expenses and initial debt costs. 

Financial advisors of the San 
Francisco Bay area Rapid Transit 
District have developed a sched- 
ule of future tax rates to finance 
construction of the rapid transit 
system. The tax bill of a Bay area 
homeowner will total approxi- 
mately $4 during the initial years 
of construction, which are 
planned for 1963-1964, $26 after 
the 120-mile rail network is in 
operation. The last figure is the 
highwater mark which will rep- 
resent repayment of capital costs. 
During the preceding 10-year 
period, assessments will meet 
only interest payments. The max- 
imum transit district tax rate 
would represent 742% of the 
average combined tax rate in the 
five counties of the District. 


FLORIDA 


Metro Government to Continue 
in Dade County, Florida. The con- 
troversial “Metro” plan of gov- 
ernment is to be continued in 
Dade County which encompasses 
Miami and surrounding areas. The 
metropolitan form of government 
was saved from virtual oblivion 
by a narrowly favorable margin 
at the polls in an election held 
on Oct. 20. A record number of 
voters turned out to decide the 
fate of the five-year old experi- 
ment. Although passage of the 
amendment would not have dis- 
solved Metro completely, it would 
have put such strong restraints 
upon the power of the body that 
figure-head status would have 
been the ultimate result. If the 
Metro plan had been turned 
down, the ramifications could 
have caused grave consequences 
in many parts of the country 
where the plan is being consid- 
ered — notably in Cleveland, St. 
Louis, Nashville and Memphis. In 
fact, the question now is: Can 
Metro iron out the many prob- 
lems that have been plaguing the 
Metro operation? No doubt, those 
considering the plan will develop 
a wait-and-see attitude before 
jumping in with both feet. 
Metro’s problem has been that the 
municipalities within the govern- 
ment have maintained much con- 
trol over many local matters nul- 
lifying the roll of Metro te some 
extent. However, it is hoped the 
vote of confidence given the 
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Metro plan will provide the im- 
petus for greater county-wide 
control. 

MARYLAND 


Solution to Baltimore’s transit 
problems lies in the adoption of 
a Metropolitan Authority. The 
Baltimore Metropolitan Area 
Mass Transit Legislative Commis- 
sion, in an effort to develop a 
program that would help alleviate 
the Baltimore area’s chronic 
transportation problem, recom- 


mended the creation of a metro- 
politan transportation authority 
to own and operate the mass 
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transit system, establish transpor- 
tation policy and direct all trans- 
portation activities. 

This present recommendation 
makes no provision for the con- 
trol of traffic, parking and plan- 
ning by the authority. It has, 
however, been endowed with reg- 
ulatory powers, the right of emi- 
nent domain and the power to 
buy and sell property. 

Immediate ownership and oper- 
ation by the authority of a mass 
transit system has not been pro- 
vided for. In fact, there is a man- 
datory two-year moratorium on 
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authority ownership and opera- 
tion as well as a special require- 
ment on the vote of the authority, 


which is needed to authorize such 
ownership and operation. The 
two-year delay was planned to 
allow the authority time to ac- 
quire personnel and become suf- 
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ficiently acquainted with regula- 
tory and financial matters. 
In the central district of Balti- 


more City and some of the out- 
lying communities the near satu- 
ration point is reached by 
automobiles and highways in peak 
hours. Although new expressways 
are being planned, it is impossible 
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to provide sufficient accommoda- 
tion for transportation exclusive- 
ly by automobile. Moreover, a 
projected increase in the labor 
force of Baltimore, Anne Arundel 
and Baltimore Counties, will add 
approximately 120,000 persons to 
those who need means of trans- 
portation to work. Public senti- 
ment in the past, however, has 
opposed a subsidy for mass 
transit but approved expenditures 
for highway construction. 

The problem of adequate mass 
transportation in the Baltimore 
area is a regional one and its 
solution will provide benefits ir- 
respective of internal political 
boundaries. 

The proposed metropolitan 
transportation authority for the 
Baltimore area, is looked upon for 
the most part with favor by all. 
It goes without question that the 
initiation of the proposed plan, 
would do much to alleviate the 
problems now plaguing the city 
and surrounding areas. But it is 
doubtful that this will come to 
pass this year or in the near 
future until a remedy can be 
found for the attitude of the 
Anne Arundel County Commis- 
sioners towards the proposed pro- 
grams. This could come about in 
the county elections in 1962. 


The Commission report ob- 
serves that only a metropolitan 
authority can supply a compre- 
hensive approach and continuous 
specialized handling of the mass 
transit problem. 

The advantages of a metro- 
politan transit authority include 
first that the exclusive concern 
of a special agency would be 
given to metropolitan transporta- 
tion. (At present, public mass 
transportation in Baltimore is 
regulated by the Public Service 
Commission.) Second, the juris- 
diction of the proposed authority 
would extend over the appro- 
priate geographical area. Third, 
the authority could use its rev- 
enue-raising capacity to the ad- 
vantage of private companies. 
Fourth, in the event that the 
authority acquire and operate 
mass transit companies, it would 
have at its disposal revenues, 
formerly paid in taxes or divi- 
dends, which could be used by 
the authority to improve services. 
Fifth, private companies could be 
required, in the suggested pro- 
gram, to extend existing services. 
Sixth, the use of prudent operat- 
ing ratio as a method of fixing 
rate return would encourage pri- 
vate companies to improve serv- 
ices. 

The general grant of powers 
would include authority to issue 
bonds, raise revenues, and assist 
private operators in their busi- 
ness. The authority would be 
empowered to require extension 
of services or routes in given 


circumstances. 
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MISSOURI 
St. Louis faces transit quandary. 


More than $400,000,000 is being 
spent on expressways as part of 
a federal aid program in St. Louis 
County but traffic growth out- 
strips highways. Railways face 
increased costs, competition and 
declining patronage. Public tran- 
sit is fragmented. Area popula- 
tion surges upward. 

In recent months three pro- 
posals have been made to solve 
the acute St. Louis metropolitan 
area transportation problem. The 
central feature of all three plans 
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is a coordinated metropolitan area 
transit system. To date there has 
been little integration of trans- 
portation facilities. 

Two of the three plans which 
have been submitted call for 


public ownership, the third ap- 
proves continuation of private 
ownership, There is common em- 
phasis, however, on a consolidated 
all-bus transit system. The first 
of the three plans was prepared in 
1959 for the Citizens Metropolitan 
Transit Committee, a group ap- 
pointed by the Mayor of St. Louis 
and the County Supervisors. This 
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plan advocated a number of 
changes including an extensive 
network of expressways, limita- 
tions on parking, improved traffic 
controls and highways, rapid 
transit bus terminals and increased 
parking facilities. A bus rapid 
transit system is the central 
feature of the plan. Radial routes 
would connect a bus roadway dis- 
tribution loop with outlying sec- 
tions of the city and county. Of 
86 miles of rapid transit service, 
almost half would be on exclusive 
bus roadways, the balance on 
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ES 


outer sections of expressways. The 
same buses would stipply both 
local service and ex¢lusive road- 
way rapid transit service. The re- 
port proposes an area-wide auth- 
ority with taxing powers and 
power to deal with traffic, fares 
and service. Total cost of the plan, 
including improvements in high- 
ways, traffic control, parking and 
other projects, is $340,000,000. A 
$20-a-year levy on all automobiles 
within the area is suggested as a 
means of financing the plan. 
Mayor Raymond Tucker of St. 
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Louis has proposed a second plan, 
the creation of a St. Louis Transit 
Commission, appointed by the 
mayor, with power to acquire all 
transit facilities in the area. 

The third plan was offered by 
the St. Louis Public Service Com- 
pany, a private enterprise. Under 
this plan the company would 
integrate all transit service in the 
St. Louis Metropolitan Area. It 
now earns approximately 80% of 
the total dollar volume of transit 
service. Its plan provides that it 
will acquire working control of 
the 14 other transit companies in 
the area. This would make pos- 
sible coordinated schedules, uni- 
fied planning and operations, and 
centralized maintenance of equip- 
ment. The new traffic system 
would be relieved of the obliga- 
tion to pay local taxes. New 
traffic and parking regulations 
would be introduced. Regulatory 
jurisdiction would be given a 
local St. Louis metropolitan area 
agency, rather than a state com- 
mission. Operating contracts would 
cover the service and rates to be 
provided, with a floor and ceiling 
on earnings. The company would 
replace double fares with trans- 
fers, add 37 rush hour and shopper 
express lines to outlying districts, 
supplement local routes and ex- 
tend existing routes. 

The advantages and disadvan- 
tages of a publicly subsidized, 
profit-making private system, 
compared to a publicly owned 
system that pays neither taxes nor 
dividends, must be weighed in the 
balance. It is generally agreed, 
however, that delav in a worsen- 
ing situation is the most costly 
course of all. 


NORTH CAROLINA 


Consolidation of the City and 
County of Durham meets defeat. 
A better than a four to one vote 
cast by the citizens of the City 
and County of Durham defeated 
the proposal of the Durham 
Charter Committee to consolidate 
the County and City. 

Both rural areas and city dis- 
tricts as well as professional 
groups, industry, and members of 
all ethnic groups voted in the 
defeat. Among the telling factors 
was a fear of increased taxes and 
an effective “Don’t be fooled!” 
campaign waged by those op- 
posed to the Charter. 


OHIO 


Cleveland voters to decide on 
establishment of a charter com- 
mission. A delegation from Cuya- 
hoga County Mayor’s and City 
Manager’s Association appearing 
before the Board of County Com- 
missioners requested that the 
voters be allowed to vote on the 
question “Shall a Charter Com- 
mission be established?” This ac- 
tion follows by only 15 months 
the rejection of a proposed Coun- 
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ty Charter which would have 
metropolitanized most of the 
services with metropolitan impli- 
cations. 

A new move by municipal 
leaders followed a nine month 
study by a special committee of 
Mayors and other civic figures in 
which they agree upon the idea 
of a limited management charter. 


PENNSYLVANIA 


Philadelphia area transporta- 
tion problems. In common with 
other large metropolitan centers, 
the Philadelphia area is suffering 
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from an acute and growing trans- 
portation problem. Various local- 
ized efforts are being made to 
correct this situation, such as the 
organization of the Passenger 
Service Improvement Corpora- 
tion, involving a cooperative 
agreement between the City of 
Philadelphia, the Pennsylvania 
and Reading railroads, and the 
railroad brotherhoods, and the 


promotion of a high-speed transit 
line connecting the City of Phila- 
delphia with the Camden area, 
but by far the most comprehen- 
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sive effort to resolve the problem 
consists of a study which has 
been under way since January, 
1959, by an organization under 
the name of Penn-Jersey Trans- 
portation Study. The group mak- 
ing up this organization consists 
of 12 agencies, including the U.S. 
Bureau of Public Roads, the State 
highway departments of both 
Pennsylvania and New Jersey, 
and the nine counties making up 
the Philadelphia-Camden-Trenton 
metropolitan area. The announced 
objective of this study is “to plan 
a coordinated highway and public 
transport system to promote and 
serve a desired pattern of regional 
development in the nine-county 
Philadelphia - Camden - Trenton 
metropolitan region.” Intensive 
surveys and other exploratory 
work have been underway in this 
region and exhaustive studies on 
transportation problems and their 


solutions have been conducted in 
other metropolitan areas through- 
out the country. 


This work is being directed by 
a large staff, including experts in 
all of the specialized fields which 
can contribute to the solutions of 
transportation problems and the 
associated issues of regional de- 
velopment. The staff includes not 
only contractors and traffic plan- 
ners and engineers; but also 
economists, sociologists, political 
scientists, urban planners, geog- 
raphers, and experts in modern 
data compilation and processing. 
Full-time staff members number 
some 600 people. While most of 
the effort so far has been de- 
voted to field surveys and other 
work of an exploratory nature, 
recommendations should be forth- 
coming soon as to what character 
of transportation facilities, both 
rail and highway, will best serve 
the region’s needs and as to the 
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methods of putting these plans 
into effect. 


TENNESSEE 


Legal steps taken to prevent 
Tennessee annexation. Court ac- 
tion has been initiated by both 
state and Federal forums to halt 
the proposed annexation of a 41 
mile area with a population of 
48,600 by the City of Knoxville. 

Petitions calling for a referen- 
dum on the initiation ordinance 
had been circulated widely. There 
have been reports of irregularity 
regarding the petitions though the 
Knox County Election Commis- 
sion has certified the signatures 
of registered voters. However, 
enough suspicion was generated to 
force the City Council to initiate 
an investigation. The Election 
Commission thereupon petitioned 
the circuit court for information 
to stop the council from seeking 
the petitions and succeeded ir 
securing a show-cause order. Upon 
hearing the arguments the referee 
ruled that a petition for a referen- 
dum on an ordinance was properly 
submitted to the City Council and 
that the City Council had the 
power to decide on the validity of 
the petitions. 

Further litigation pertaining to 
the annexation consists of indi- 
vidual suits brought by property 
owners in the annexed areas. An 
ultimate appeal to the Suvreme 
Court on the constitutionality of 
the state law, which permits an- 
nexation by ordinance, is con- 
sidered probable. Litigation on 
this question promises to continue 
for two years or more during 
which period annexation cannot 
be effected. 


In the Knoxville area, local 
courts in a brief ruling have up- 
held the annexation to the city of 
Nashville of seven miles of com- 
mercial and industrial property. 
The courts found that since the 
reasonableness of the annexation 
was a debatable question, the 
annexation could not be over- 
turned and that a prior Supreme 
Court decision upholding a Knox- 
ville annexation determined favor- 
ably the issue of representation 
in the instant case. Appellants are 
expected to distinguish between 
the Nashville and Knoxville an- 
nexations on the grounds that in 
Knoxville councilmen are elected 
at large and annexed areas would 
automatically have the right to 
vote for them whereas in Nash- 
ville councilmen are elected from 
districts and the annexation ordi- 
nance should therefore make pro- 
vision for representation. 


TRI STATE REGION 
New York-Connecticut- 
New Jersey 


Crystal ball view of metro needs 
in 1985 discussed by businessmen. 
Businessmen, forty-one strong, 
from the New Jersey, New York, 


Connecticut metropolitan region 
met in Harrison, New York to 
discuss their area needs for the 
future. Their discussion of the 
region’s development over the 
next 25 years was based on the 
recently released New York 
Metropolitan Region Study, a 
three-year project conducted by 
Harvard University’s Graduate 
School of Public Administration. 


The improvement of mass trans- 
portation systems and the de- 
velopment of broad land use plans 
in the region was considered vital. 
It is anticipated there will be a 
50% increase in jobs and popula- 
tion in the region over the next 
25 years, with the fastest rate of 
growth occurring in the outer 
ring — Monmouth, Middlesex, 
Somerset, and Morris Counties in 
New Jersey; Dutchess, Putnam. 
Orange, Rockland, and Suffolk 
Counties in New York; and Fair- 
field County in Connecticut. The 


study estimates that there will be 
24 million people and 9.5 million 
jobs in the region in 1985. The 
area of urbanized land will double 
to cover 4,000 square miles by that 
date. The region will continue to 
be a relatively high wage area 
providing a diversity of employ- 
ment opportunities, which will be 
filled to a greater extent by 
natural population increase and to 
a lesser extent by in-migration. 


The businessmen concurred that 
obsolescence of transportation 
facilities and waste of capital in- 
vestment and prime land were 
found to be the fundamental 
weakness in the present regional 
plant. Transportation to the cen- 
tral business districts is inade- 
quate, traffic congestion in the 
core now cost an estimated $2 
billion to the region’s businesses. 
They further agreed that the total 
transportation system of the re- 
gion must be dealt with as a whole 
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to assure efficient communication 
among the older central business 
districts, and the newer industrial 
clusters and residential areas 
which will continue to spring up 
throughout the region. 


It was suggested that New 
Jersey and Connecticut develop 
programs comparable to New 


York’s limited tax abatement and 
low-interest, long-term loans for 
new low-rent housing units. 

It was further agreed upon that 
States, counties, and municipali- 
ties must act quickly to halt hap- 
hazard land development and to 
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reserve open space for the antici- 
pated population boom. 

It was recognized by the group 
that public policies for guiding 
the region’s development will re- 
quire careful study and close 
cooperation among the region’s 
1400 local governments through 
organizations such as the Metro- 
politan Regional Council. Effec- 
tive regional cooperation requires 
adjustment of the tax structure to 
eliminate competition among local 
governmental units for high tax 


producing industries and residents. 
The states and counties should 
exercise more responsibility in 
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regional development through 
technical advice and services, and 
stimulation of cooperative local 
planning and action. Finally the 
group suggested that the public 
must be educated to the concept 
of the region and its patterns of 
change and growth. 


VIRGINIA 


Richmond talks about merger. 
Richmond—Henrico County: Deci- 
sion to be reached on Dec. 12, 1961. 
The proposed merger of the City 
of Richmond, Virginia and its 
neighboring Henrico County is 
approaching completion. The deci- 
sion will be made by the voters 
on Dec. 12, 1961. If the voters and 
the legislature approve the plan. 
the merger will become effec- 
tive Jan. 1, 1963 creating a city 
of 350,000 persons. 

The bonded indebtedness of 
Henrico County, which is out- 
standing as of the official merger 
date, would be assumed by the 
new incorporated city. Henrico 
County obligations are rated Aa 
and the present city of Richmond 
retains an Aaa rating. The merger 
would make Richmond one of 
only three cities in the United 
States with county and city gov- 
ernments combined. Denver and 
San Francisco enjoy governments 
of this type. 

An important factor in the pro- 
posed corporation entails the re- 
vision of the tax equalization 
rate. Henrico County tax rates 
would have to be gradually raised 
if such a merger was to be ef- 
fected. 

To provide for a representative 
government body, the proposed 
city area would be divided into 
five boroughs, one being the 
present city and other four be- 
ing the four magisterial districts 
of Henrico County. The present 
city borough would elect four 
council members and each of the 
county boroughs would elect one 
member. Three council members 
would be elected from the incor- 
porated city at-large. 

County - Town merger denied. 
A petition by the Fairfax County, 
Virginia supervisors seeking a 
referendum to consolidate 
town of Clifton and Fairfax Coun- 
ty has been denied by the Circuit 
Court. If it had been approved, 
a formerly sparse rural area would 
have become the second largest 
municipality in the nation. Fair- 
fax County, Virginia, with an 
area of 400 square miles and a 
population of 275,000 had previ- 
ously signed a merger agreement 
with the town of Clifton, with a 
population of 230, on the author- 
ity of a heretofore unused state 
law which authorizes a county 
and town to consolidate into a 
single city. 

The merger plan represented 
an attempt to prevent the gradual 
eating away at the county by 
selective annexation suits and 
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incorporations. Under Virginia’s 
unique pattern of city-county sep- 
aration, wherein a city of over 
5,000 persons is dejure indepen- 
dent from the county which may 
surround it, city annexations re- 
move territory, population, and 
taxable values from the county. 
A Falls Church suit to annex 
4.5 square miles of Fairfax is 
still pending in the courts and 
Alexandria is expected to seek a 
larger area later this year. 


Fairfax County, which has ex- 
perienced a population increase 


of more than 250% since 1950, has 
been considering measures to pre- 
vent fragmentation by incorpora- 








tions and annexations for over 
three years. In January, 1958, the 
Public Administration Service 
recommended a “Metropolitan 
County” form of government, 
pointing out that if existent state 
laws remained unchanged and 
expansion of cities and towns 
continued, the county would be 
cut in two in ten years by a series 
of municipal islands which would 
nullify county planning and zon- 
ing, and complicate extension of 
urban-type services. 

The urban county plan, as 
drafted by the Fairfax Commis- 
sion on Urban County Govern- 


Continued on page 44 
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ment, was enacted by the State 
Legislature in 1960. It extends to 
counties of more than 90,000 per- 
sons a new organizational option 
which allows sub-units of county 
government to function as service 
districts and pre-empts all future 
incorporations within the county 
territory. It does not, however, 
limit annexations by formerly in- 
corporated cities. 

If the current merger proposal 
survived, the county would have 
achieved city status without wait- 
ing for legislative charter ap- 
proval. The pertinent enabling 
statute provides that such consol- 
idation may take place provided 
that the consolidated city adopts 
the draft city charter which is 
written into the statute and is 
given prior approval. A City 
Council would have replaced the 
County Board of Supervisors. 
Initial public reaction to the move 
was favorable, although the town 
of Fairfax had petitioned for 
second-class city status to assure 
its territorial integrity within the 


proposed larger city. 


WASHINGTON, D. C. 


D. C. compact sets precedent. 
A precedent-setting document, the 
Washington Metropolitan Area 
Transit Regulation Compact, was 
signed in December of 1960 by 
the Governors of Maryland, Vir- 
ginia and the Commissioners of 
the District of Columbia. 

The compact provides for the 
creation of the Washington Area 
Transit Commission, which will 
regulate the existing, privately 
owned transit ın the entire metro- 
politan area. The Commission is 
to begin operations 90 days after 
the signing of the compact, set 
for March of 1961. 

The compact is the product of 
several years’ work. It was nego- 
tiated in 1959 by representatives 


of the Tri-State Commission in 
cooperation with the utilities com- 
missions of Maryland, Virginia 
and the District of Columbia. In 
1960, Congress gave its consent 
to the states and the District of 
Columbia entering the compact. 

At present, transit operations in 
the region are subject to the reg- 
ulation of four separate commis- 
sions, three from the District of 
Columbia, Maryland, and Vir- 
ginia and the fourth, the Inter- 
state Commerce Commission. The 
newly created Commission will 
centralize the regulation of tran- 
sit in the metropolitan area. 


Respectfully submitted, 
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Report of IBA Insurance 


Securities Committee 


Shelby Cullom Davis, Senior Partner of Shelby 
Cullom Davis & Co., New York City, presented to 
the Convention the Report of the Insurance Securit- 
ties Committee, of which he was Chairman. The 


Report follows: 


Again the Insurance Securities 
Committee is grateful to the In- 
vestment Bankers Association for 
this temporary place in the sun. 
You know, 
you can read 
group round- 
ups of the 
market in the 
leading finan- 
cial periodi- 
cals from alu- 
minumto 
zinc, includ- 
ing fertilizers 
and never a 
mentionof 
insurance 
stocks. So we 
continue to be 
pleased at 
this recogni- 
tion and are proud to present our 
third annual report. 

1961 was a “year to remember.” 
It was not that the figures justi- 
fied the best year in insurance 
stock history. Published operat- 
ing figures in fact showed little 
if any improvement. 


“Mind Over Matter” 

The best year in insurance 
stock history, a rather broad 
statement, represented the tri- 
umph of mind over matter, or 
more concretely, state of mind 
over near term operating results. 
Value, we believe, resides ulti- 
mately in the mind—a kind of fi- 
nancial equivalent of the philos- 
opher Descartes’ dictum “I think, 
therefore I am.” In 1961 the state 


Shelby Cullom Davis 
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of mind of investors toward in- 
surance stocks was influenced by: 


(1) Disillusionment toward 
some industrial growth stocks in- 
cluding well known electronics, 
whose operating and market per- 
formance left plenty to be de- 
sired; 

(2) Consideration of insurance 
companies as financial—not just 
insurance institutions, benefited 
by higher interest rates, with con- 
stantly expanding investment 
earnings; 

(3) Belief that fundamental 
changes are taking place in fire 
and casualty in rating and mar- 
keting which will improve the 
long-term outlook; 

(4) Expectation that life sales 
will be enormously helped by the 
coming family explosion and that 
life earnings, aided by substantial 
leverage, will skyrocket with 
continued high interest rates and 
improved mortality, particularly 
heart and cancer; 

(5) Strong technical position of 
insurance stocks at the beginning 
of the year, due to five years of 
consolidating market movement. 


Stocks Reasonably Priced 


The price-times-earnings ratios 
of insurance stocks, representing 
the state of mind of investors 
toward insurance shares, the 
esteem in which they are held, 
hence rose during 1961. Insurance 
securities, cheap a year ago, are 
now reasonably priced. 

While near-term market per- 
formance now seems more subject 
to general market conditions, the 
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longer term outlook, as we said 
year ago, continues fair an 
warmer. You can still reach f 
an insurance stock instead í 
many another! 





Respectfully submitted, 
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Bank 
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H. F. Henrickson 
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Chicago, Ill. 
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Significant Developments in 
The Fire and Casualty Insur- 
ance Field in 1961 


A logical procedure in tracing 
the significant developments in 
the fire and casualty insurance 
field this year is to examine them 
from the following standpoints: 

Factors influencing underwrit- 
ing profit margins. This includes 
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the progress made in solving the 
problems of automobile liability 
insurance, gains made in increas- 
ing operating efficiency by reduc- 
ing the ratio of expenses to 
premiums written and the effect 
of weather conditions on under- 
writing results. 


Factors affecting investment re- 
sults. Included in this category 
would be gains made in net in- 
vestment income and the effects 
of stock market action on policy- 
holders’ surplus or total capital 
position. Dividend action might 
be considered a related element 
under this heading. 

Development in the field of 
combinations or mergers of fire 
and casualty insurance compa- 
nies. This would include a descrip- 
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*35 companies. 


The year 1957 represented one 
of the worst loss years in the 
history of the fire and casualty 
insurance business. Since that 
year, however, substantial im- 
provement in underwriting profit 
margins has been achieved as the 
fire and casualty insurance com- 
panies have made an all-out at- 
tack on the underwriting problem 
from several directions. Increases 
in rates in several lines, particu- 
larly in the automobile bodily 
injury and property damage lines, 
represented the chief means by 
which underwriting losses were 
reduced and gradually converted 
into profits. Closer scrutiny of the 
underwriting business received 
from agents in certain metro- 
politan areas also produced better 
underwriting results through the 
process of weeding out less desir- 
able business. 


Perhaps more important than 
either of these factors has been 
the companies’ campaign to in- 
crease efficiency and reduce their 
expense ratios. Adoption of more 
efficient operating techniques, 
particularly through increased 
utilization of electronic data 
processing equipment and through 
better organization of personnel, 
has represented an important 


avenue for improvement. Reduc- 
tions in commission rates paid on 
such mass 


lines as automobile 
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tion of the combinations which 
have taken place and considera- 
tion of possible future implica- 
tions of the recent decision of the 
Court of Appeals of New York 
State which reversed the ban 
which the New York Insurance 
Department had placed on the 
acquisition of a fire and casualty 
insurance company by a life in- 
surance company licensed in New 
York. 


An examination of the aggre- 
gate combined loss and expense 
ratios of a group of 40 representa- 
tive fire and casualty stock in- 
surance companies for the past 
four and one-half years indicates 
a basically improving trend of 
underwriting results, is shown in 
figures: 








1960 1959 1958 1957 
60.8% 585% 602% 62.9% 
39.1 39.9 40.9 41.2 
99.9% 98.4% 101.1% 104.1% 


insurance also has contributed to 
Savings in insurance company 
operating costs. 


Property Losses Increased Owing 
To Bad Weather 


Unfortunately, bad breaks in 
weather conditions both in 1960 
and 1961 resulted in sharp in- 
creases in property losses, espe- 
cially in the fire and extended 
coverage lines. Just as 1960 
seemed to be headed for one of 
the most profitable underwriting 
years in a decade, hurricane 
Donna struck Florida and tne east- 
ern seacoast, increasing insurance 
losses by close to $100 million. 
This added at least one and one- 
half points to the combined loss 
and expense ratio for 1960 and 
wiped out a major portion of the 
underwriting profits of the stock 
fire and casualty insurance com- 
panies for that year. 

Again in the first half of 1961, 
the unseasonably cold weather of 
January and February contributed 
to a 10% increase in fire losses. 
This, coupled with a series of 
severe storms in the southwest 
during April and May, threw 
underwriting results back into the 
red. Before fire and casualty com- 
panies could achieve much by way 
of recovery from the effect of 
these storms on underwriting 
profit margins, hurricane Carla on 
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September 10 and 11 of this year 
whipped into Texas from the Gulf 
of Mexico and caused more 
catastrophic property losses in that 
area. Fortunately, the second 
major tropical storm of the season, 
hurricane Esther, stayed out at 
sea and its winds caused a rela- 
tively small amount of property 
damage. 


It would thus appear that 
catastrophic storm losses in both 
1960 and 1961 have more than 
neutralized progress which a 
majority of the stock fire and 
casualty insurance companies have 
been making in solving their basic 
operating problems. For example, 
the automobile liability insurance 
business produced a profit for 
Travelers Insurance Company in 
1960, and several other companies 
have recently reported profitable 
underwriting results from this 
heretofore troublesome line. 
Furthermore, the expense ratios 
of many companies have been 
brought down to much more 
satisfactory levels during the past 
two years, reflecting the com- 
mendable gains in efficiency of 
operations which have been 
achieved. 


Expense Ratios Key to 
Profitability 


Insurance is a business of per- 
centages of probability. Losses 
will vary from year to year but, 
assuming that rates are properly 
constructed, underwriting opera- 
tions should be profitable in the 
long run. This is so because in- 
surance law, recognizing that in- 
surance is an indispensable factor 
in our economy, requires that in- 
surance companies charge rates 
that are fair and reasonable, and 
which should assure sufficient 
income over a period of years to 
pay losses and expenses and leave 
a margin for profit and contingen- 
cies. Fire and casualty insurance 
companies can attempt to refine 
their underwriting business and 
minimize losses by becoming in- 
creasingly selective as to the risks 
they assume. 

However, if the industry’s aver- 
age loss ratio runs between 60% 
and 65%, as would seem to be a 
fair assumption under current 
conditions, the target for the 
management of most fire and 
casualty insurance companies is to 
bring the expense ratio (ratio ot 
expenses to premiums written) 
down to or below 35%. This is the 
expressed goal of the mangements 
of a number of companies, and 
several of these companies have 
made notable progress in recent 
years toward achieving that goal 
figure. Thus, it has become the 
practice of many analysts of in- 
surance company securities to 
judge managements of the various 
companies to a large degree on 
the extent of the progress they 
have made in the past three or 
four years in reducing their ex- 
pense ratios. 


Equity Portfolio Gains 


With respect to investment re- 
sults, the 1961 semi-annual aggre- 
gate figures compiled by Alfred 
M. Best Company for 120 stock 
fire and casualty insurance com- 
panies showed marked improve- 
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ment. Net investment income rose 
by more than 7%, and substantial 
appreciation was recorded in 
stock portfolios compared to 
moderate market depreciation in 
the first half of 1960. Both loss 
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reserves and unearned premiums 
were higher in the first half of 
1961, and as a result of operations 
since Dec. 31, 1960, assets ad- 

Continued on page 46 
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vanced by more than 5% and 
surplus increased by 10%. 


The upward trend of investment 
income and values of equities 
owned has continued to date in 
1961 and is expected to provide 
an important buffer against the 
increases in property insurance 
losses being experienced as a re- 
sult of the severe storms of this 
year. Based on representative 
figures for a broad group of 210 
stock insurance companies, their 
aggregate policyholders’ surplus 
as of Dec. 31, 1960, was approxi- 
mately $8 billion, so that a 10% 
increase would amount to $800 
million. This would more than 
take care of a substantial amount 
of underwriting losses. 


Dividends Increased 

Dividends declared by the 
aforementioned list of 210 fire and 
casualty insurance companies ag- 
gregated $279 million in 1960 
(including policyholders’ divi- 
dends). This equalled 56.7% of 
net investment income. Exclusive 
of policyholders’ dividends, the 


pay-out percentage might be esti- 
mated at about 50%. This indicates 
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that there is a good margin of 
coverage for dividends for the 
average fire and casualty insur- 
ance company. A large number of 
fire and casualty insurance com- 
panies increased their dividend 
rates to shareholders in 1960 
despite the inroads made in under- 
writing profits by hurricane 
Donna. More companies have 
raised their dividends to date in 
1961. 

However, the pace of dividend 
increases for the balance of this 
year probably will be slowed as a 
result of hurricane Carla’s effect 
on underwriting results for 1961. 
Net investment income can be 
expected to continue its steady 
upward trend, however, and this 
should pave the way for future 
dividend increases when under- 


writing results show improvement. 

During the past 12 months the 
merger movement among the fire 
and casualty insurance companies 
has made substantial progress. 
The following combinations have 
constituted some of the principal 
recent developments along this 
line. 
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Mayfield, 


Federal Insurance Company and 
Great Northern Insurance 
Company. 

Glens Falls Insurance Company 
and Kansas City Fire & Marine 
Insurance Company. 


Hanover Insurance Company and 
Massachusetts Bonding & Insur- 
ance Company. 

New Hampshire Insurance Com- 
pany and Illinois National In- 
surance Company. 

Reliance Insurance Company and 
Standard Fire Insurance Com- 
pany of New Jersey and Stand- 
ard Accident Insurance Co. 


Security Insurance Company of 
New Haven and New Amsterdam 
Casualty Company. 

Springfield Insurance Company 
and Freeport Insurance Com- 
pany and The Standard Insur- 
ance Company. 


Court Decision May Augment 
Mergers 


One new factor, which is ex- 
pected to have important implica- 
tions with respect to future 
developments in the merger move- 
ment in the insurance company 
field is a decision of the New York 
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State Court of Appeals rendered 
on June 1, 1961. In this decision, 
the Court upheld the right of a 
life insurance company licensed 
in New York but incorporated in 
another state to purchase a con- 
trolling interest in a fire and 
casualty insurance company or- 
ganization. Whether or not this 
new right will be exercised can- 
not now be forecast, nor can the 
timing or the names of the com- 
panies involved be predicted with 
accuracy. 

Based on market action of their 
stocks following the announce- 
ment of decision, it would appear 
that investors tend to think that 
Aetna Insurance Company and 
Phoenix Insurance Company, both 
of Hartford, are the fire and 
casualty insurance companies 
most likely to be involved. This 
perhaps stems from the fact that 
the companies originally involved 
in the case were both located in 
Hartford (Connecticut General 
Life Insurance Company and Na- 
tional Fire Insurance Company of 
Hartford). The chief effect of the 
decision is to remove one possible 
obstacle to future combinations. 


Market action of fire and 
casualty insurance company stocks 
has been favorable during the 
past year, although the hurricane 
news concerning the large losses 
from Carla depressed insurance 
stock prices in September, just as 
the effect of hurricane Donna last 
year was to bring prices down 
then. The Alfred M. Best Index of 
30 fire and casualty insurance 
stocks started the year 1961 at 
42.5. As of Aug. 31, 1961, it was 
up 32% to 56.1. A study of the 


price action of individual issues 
indicates that the highest quality 
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stocks during this period showed 
an average gain of over 40% 
while for the second line issues 
the average gain was closer to 
20%. Thus, the overall tendency 
has been to favor the highest 
grade issues which are on the 
approved lists of such institutional 
investors as trust companies, pen- 
sion funds, investment trusts and 
universities. 


Outlook for 1962 


In looking ahead to 1962 it 
would appear that, for the fire 
and casualty insurance companies, 
the favorable factors outweigh the 
negative ones. Despite the hurri- 
cane losses, the basic factors 
relating to underwriting appear 
to be on the plus side. Definite 
progress is being made toward 
solution of the automobile insur- 
ance problem and toward reduc- 
ing expenses. Mergers or com- 
binations are expected to help 
increase the overall strength and 
efficiency of many companies in 
the industry. At the same time 
investment results are continuing 
to make possible good gains in 
surplus and in net investment 
income. 


Significant Developments in 
The Life Insurance Field 
In 1961 
From the standpoint of Invest- 
ment Bankers, the most signifi- 
cant development in life insurance 
affairs in 1961 has been the 
advance in the price of the stocks. 


Shares of life insurance companies 
have had a rather steep increase 
from the levels which existed at 
the beginning of the year. At the 
end of December, 1960 the Alfred 
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M. Best & Company index of 30 
life stocks was 193.0. At the end 
of September, 1961 this index was 
341.9, an increase of 77.2%. 

The year 1961 has been a year 
in which institutional investors 
have been heavy buyers. Institu- 
tions are generally long-term 
holders and do not trade the 
stocks. As they “lock up” sizable 
blocks of stock, the already thin 
markets become tighter. In other 
words a supply and demand factor 
is injected into the market prices. 
Although most analysts seem to 
agree that current times earnings 
multiples are high enough, the 
stocks do have support at present 
levels. 


Life Insurance Sales Up 5.6% 
Over 1960 


Sales of life insurance so far in 
1961 are greater than they were 
in 1960. For the first nine months 
of this year, the latest data avail- 
able, total purchases of life in- 
surance were $57.1 billion an in- 
crease of 5.6% over the same 
period in 1960. Of that total $39 
billion or 68.3% were sales of 
ordinary life insurance, $12.8 bil- 
lion or 22.4% was group life and 
$5.3 billion was industrial insur- 
ance. Ordinary insurance sales, 
normally the most stable and 
profitable type, increased less than 
lof 1% over the same period of 
1960, industrial insurance sales 
increased about 1% and sales of 
group insurance increased approx- 
imately 28%. The large increase 
in group sales was partly ac- 
counted for by one large case 
which was slightly over $2 billion. 

Purchases of life insurance are 
not keeping pace with the great 
up-surge in sales in the period 
from 1946 to 1956. It would not 
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be realistic to expect such per- 
centage gains in each year. The 
life insurance industry continues 
to stress its product, however, 
and $57 billion is not an insignif- 
icant figure for a nine month 
period. As the population of this 
country continues to expand there 
is every reason to believe that 
more and more life insurance will 
be sold. 


Mutual Funds and Life Insurance 


The year 1961 has seen a con- 
tinuing change in the emphasis 
on the types of coverage being 
sold. Until quite recently most 
life insurance purchased was 
whole life or some variation of 
that form. The policies built up 
cash values and had some savings 
features as well as protection to 
survivors in the event of the 
death of the insured. During the 
past 10 or 15 years the insuring 
public has become more aware 
of inflation and its threat to a 
program of fixed guaranteed dol- 
lars. For many years the life 
insurance industry has built its 
reputation on a promise to pay a 
sure and certain sum upon the 
happening of a specified event, 
either death or the passage of a 
specified period of time. As the 
purchasing power of the dollar 
declined, the insured’s only pro- 
tection was to purchase more in- 
surance in the hope that he would 
have enough to fill the need in- 
sured against at some future date. 

Because of the increased aware- 
ness of inflationary pressures, and 
the fixed nature of the life in- 
surance program, many people 
are turning to the purchase of 
equities in some form to help 
protect them from a decline in 


future purchasing power. As a 
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result there has been, of late, 
more emphasis on buying term 
life insurance which has little if 
any savings element and is cheap- 
er than whole life. These pur- 
chases of term life are coupled 
with the purchase of mutual 
funds to attempt to provide a 
program which will keep pace 
with the cost of living as well 
as provide protection in the 
event of death. There are in ex- 
istence today a fair number of 
large agencies whose salesmen are 
licensed to sell both mutual funds 
and life insurance. 


Variable Annuities 


Another approach to the prob- 
lem of inflation versus fixed dol- 


lars is the Variable Annuity. 
Annuities have been sold by life 
insurance companies for many 
years. However, these like life 
insurance policies provide fixed 
guaranteed dollars. Many buyers 
of annuities, specifically buyers 
of group annuities which are often 
pension plans, have preferred to 
have their monies invested in 
equities. Therefore, the life in- 
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surance industry has lost some of 
its group pension business to the 
banks. Variable annuities can be 
one method by which the life 
insurance industry can recapture 
this business. 

There are other approaches to 
this problem which are more 
favored by the industry. Many 
life insurance company officials 
believe that they could solve this 
problem if they were allowed to 
segregate funds. By this, they 
mean to invest the reserves set up 
against life insurance in fixed in- 


come securities and to invest at 
least some of the reserves set up 
against pension business in equi- 
ties. The pension reserves would 
be kept in a separate account and 
not co-mingled with straight life 
insurance reserves. All of these 
plans have advantages as well as 
disadvantages and which one is 
used will depend on the individual 
company’s approach to the prob- 
lem. 

The year 1961 has been a satis- 
factory one from the standpoint 
of mortality experience and in- 
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vestment results. Mortality ex- 
perience is not improving as 
rapidly as it did during the pe- 
riod immediately following the 
advent of the “wonder drugs” 
such as penicillin, sulfa and the 
miocines. The gains made in 
medicine and in general public 
health during past years do, how- 
ever, continue to keep current 
mortality rates at a very satis- 
factory level. Any significant 
progress in the treatment of can- 
cer and heart disease would prove 
of material future benefit to the 
industry. 

Investment results in 1961 con- 
tinue to be excellent. Money rates 
have been maintained at a rea- 
sonably favorable level and while 
the industry must constantly 
search for attractive investments 
they have, in the main, succeeded 
in finding them. 

Life insurance shares are cur- 
rently being priced as growth 
stocks. The past record plus the 
indicated potential supports this 
position. Investors who purchase 
them as long-term commitments 


should do very well. 
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Report of the 


IBA 


Public Utilities Committee 


Carl C. Brown, Partner, Dean Witter & Co., New 
York City, presented the following Report of the 
Public Utilities Securities Committee, of which he 


was Chairman: 


Since reporting to you a year ago 
about the status of the Public 
Utility Industry, we have been 
through trying times both on do- 
mestic and in- 
ternational 
fronts. Weare 
delighted to 
report that the 
electric util- 
ity industry, 
the telephone 
industry, and 
gas distribu- 
tion compa- 
nies, have 
come through 
the 1960-1961 
recession with 
outstanding 
results. They 
have shown 
higher earnings, made greater 
dividend distributions and expe- 
rienced substantial appreciation of 
their common stock equities. The 
electric utility industry is in an 
especially favorable position to- 
day, because of its large excess 
reserve capacity position to han- 
dle greater volumes of business, 
and its financial strength enables 
it to take care of expansion re- 
quirements with relative ease. We 
cannot say the same for the natu- 
ral gas transmission companies, 
which have weathered the reces- 
sion in terms of volume of busi- 
ness done but have suffered de- 
terioration of investor confidence. 

With this note of cheer, we wish 
to turn to the problems of the fu- 


ture. On this score we cannot af- 
ford to become complacent be- 
cause we see storm signals ap- 
pearing along the horizon. 


Carl C. Brown 


Advocates of Public Power 
Gaining Strength 

During the year there have been 
mounting developments which 
have harassed the electric utility 
industry on a number of fronts. 
Public Power advocates now have 
stronger representation in the Na- 
tion’s Capital. While all of us have 
become accustomed now to the 
acts of “cold war” being waged 





against the United States by for- 
eign nations, we are disturbed to 
see a “cold war” being waged 
within our own land against in- 
vestor-owned utility companies. 
While we have little, if any, con- 
trol over the international situa- 
tion, there is much that we can do 
to exercise our rights and affect 
decisions over domestic matters. 
Let us see just what has been hap- 
pening which is tending to weaken 
the utility industry, one of the 
stalwarts of the American econ- 
omy. 

We perhaps must be reconciled 
to what has happened in the case 
of the Tennessee Valley Author- 
ity, which initially was created 
for the purpose of utilizing a small 
Government hydro-electric proj- 
ect and now has evolved into the 
largest steam generating opera- 
tion in the country. You are not 
unfamiliar with the fact that the 
Government’s enlarged interest in 
TVA has resulted in taxpayers in 
every state of the country subsi- 
dizing the operations of the TVA, 
when private companies could 
have done the job with a resultant 
tax payment to municipalities and 
to the Federal Government and 
reduced the tax bill of the Amer- 
ican citizen. 

Now we have another giant in 
the making, the Rural Electrifica- 
tion Administration, which was 
originally designed to bring elec- 
tricity to farmers located in dis- 
tant rural areas not receiving 
power from the utility companies. 
Since the Act was passed many 
years ago, over 97% of the rural 
areas of the country are now ade- 
quately served with electric power 
so that the need for help from the 
Administration is now negligible. 
Despite this fact, the REA has 
conceived a plan to put itself into 
new and bigger business, planning 
to build steam power and even 
hydro-electric plants and exten- 
sive transmission systems. In so 
doing, taxpayers’ receipts are be- 
ing used by the Federal Govern- 
ment to lend money to these un- 


necessary schemes at an interest 
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rate of 2%, giving these projects 
a substantial operating subsidy, 
when the Government itself pays 
4% to borrow long-term money. 
There are instances that have been 
reported where some of these 
REA’s have borrowed 2% Fed- 
eral funds to purchase 4% Gov- 
ernment bonds. 


REA’s Lending for 
“Lending Sake” 


The original test for an REA 
loan was based on sound business 
considerations. Today loans ap- 
pear to be made just for the sake 
of making them, without notice or 
opportunity to affected persons to 
be heard in public hearings. For- 
tunately, in some states, there is 
a safeguard in that, before these 
projects can be built, they must 
receive State Commission approv- 
al under which proof must be 
given that they are essential and 
in the public interest. Unfortu- 
nately this safeguard is not avail- 
able in many states. Not only is 
this situation bad, since it makes 
our citizens subject to higher taxes 
to subsidize these operations, but 
it is bad from the standpoint of 
weakening the investor-owned 
companies in the area, since REA’s 
with their power rate advantage 
are in a position to draw indus- 
tries and large customers away 
from companies in adjoining areas. 

At a time when the nation is 
confronted with keeping our own 
economy strong, when citizens are 
being taxed at an excessive rate, 
and when the government has a 
budget which is substantially out 
of balance, why do we encourage 
the use of Federal funds for these 
REA loans which largely dupli- 
cate facilities already available 
and fully supplied by the inves- 
tor-owned utility industry. 


On still another front, Govern- 
ment action is producing duplica- 
tion of expenditures and unneces- 
sary waste. In the Public Works 
Appropriation Bill passed in the 
last session of Congress, funds 
were provided for the construc- 
tion of an all-Federal transmis- 
sion system in connection with 


the Upper Colorado River Basin 
Project. This has to do with the 
taking of power from Glen Can- 
yon, a new hydro-electric plant 
being built on the Upper Colorado 
River in the State of Arizona, to 
markets. Five private companies 
in the immediate area already 
have extensive transmission sys- 
tems and are prepared to imple- 
ment these in order to do the job 
completely without the need of 
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the Government having to spend a 
dollar. Nevertheless the Interior 
Department seems to ignore the 
offer of the utility companies and 
proposes to duplicate facilities and 
to build its own lines with result- 
ant losses of taxes to the states 
and to the Federal Government. 
It also puts the Federal Govern- 
ment in competition with the pri- 
vate companies which have served 
this territory for many years. 


Hanford Project Defeated 


On another front, we have ob- 
served this year proposed Federal 
legislation to make atomic power 
at the Hanford Plutonium Project 
in the State of Washington avail- 
able for sale to Southern Califor- 
nia by way of the construction of 
an expensive high-voltage trans- 
mission line putting the Federal 
Government in direct competition 
with investor-owned companies 
operating adequately in the area. 
Fortunately this project was de- 
feated in the last session of Con- 
gress. 


There are also grandiose 
schemes being considered in 
Washington of tying in all the 
Federal Hydro - Electric Projects 
with transmission systems so that 
Bonneville, Grand Coulee, Hoover 
Dam, Central Valley, TVA and 
others will all be able to inter- 
change power. This would be a 
very expensive undertaking and 
would be a duplication of facili- 
ties that are now available. In 
fact, private companies have made 
overtures to Federal Projects such 
as the TVA to bring about an in- 
terchange of power so as to utilize 
most efficiently all power re- 
serves. Similarly 14 Midwestern 
power companies have offered to 
supply the Federal Government 
with electricity when Federal hy- 
dro-electric plants along the Mis- 
souri River are short of power. So 
far such propositions have fallen 
on deaf ears. 


On a broader scale, investor- 
owned electric utility companies 
have announced their intention to 
double their investment in trans- 
mission lines requiring an outlay 
of over $7 billion. By the end of 
1970 the major power systems thus 
will be in position to operate their 
properties on an interconnected 
basis throughout the United States. 
In this way service will be ren- 
dered on a most dependable and 
economical basis. 


The electric utility industry, as 
was evidenced at recent confirma- 
tion hearings, was also concerned 
with certain appointments made 
this year to the Federal Power 


Commission. These include two 
members, whose record is closely 
associated with public power, one 
with the TVA and the other with 
the Pacific Northwest. Another 
new member comes from a state 
where no natural gas is available 
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and where the individual adm 
ted having little, if any, knov 
edge of the industry. These a 
pointments must also be scrui 
nized from the standpoint of t 
difficult problems facing the Co; 
mission in its deliberations o; 
the important natural gas indi 


try. 


Discriminatory Tax Proposal 


Still another development dı 
ing the year was in connecti 
with proposed Federal tax leg 
lation. In the last session of Co 
gress legislation was propos 
which would give tax benefits 
a large segment of American i 
dustry but would deny it to t 
electric utility industry. Such t: 
legislation was not cleared fi 
consideration but will likely con 
up again when Congress reco: 
venes in January. 


It was proposed to give a ta 
credit to companies for the pu: 
pose of increasing capital spend 
ing and plant modernization, bu 
denied the same advantage t 
utility companies. This discrimi- 
nation was based on the supposi- 
tion that utilities would spend in- 
dependent of incentives since thei: 
spending are a function of public 
requirements, also reduction in 
taxes would be passed on to con- 
sumers and, therefore, be no in- 
centive and their facilities are not 
subject to competition. The prem- 
ises are fallacious. Industry 
spokesmen have pointed out that 
the availability of a tax benefit 
would stimulate capital invest- 
ment by utilities for expansion, 
modernization and technological 
advance. Reduction in taxes would 
permit lower energy costs which 
would help to stimulate the 
growth and strength of the econ- 
omy and maintain the competi- 
tive position of the utility indus- 
try against other beneficiaries of 
the tax program. 


Apropos the tax stimulus, one 
of the largest utilities in the coun- 
try submitted a memorandum to 
the House Ways and Means Com- 
mittee, proposing to replace im- 
mediately old generating capacity, 
that would normally not be retired 
for many years, with modern 
facilities at a cost of $40 mil- 
lion, if the tax credit were avail- 
able. Apart from effect of mod- 
ernization, the utility offered to 
pass along the reduction in cost 
to two million customers. Without 


taking any position on the wis- 
dom of this tax scheme, it is hoped 
that if such legislation is enacted 
the utility companies would re- 
ceive the same treatment as any 
other American enterprise or in- 
dustry. 


Natural Gas Industry Also 
Under Attack 


. Last year we brought to your 
attention the regulatory situation 
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with respect to the natural gas 
industry. We pointed out that 
heretofore the Federal Power 
Commission had permitted the 
customary rate of return on in- 
vestment in plant, in the area of 
6% overall rate of return. Secu- 
rity holders relied on this method 
of regulation to invest hundreds 
of millions of dollars in the indus- 
try between 1950-1960 when the 
greatest growth occurred. Last 
year the Commission went off on 
a new tack and changed its for- 
mula to a rate of return on com- 
mon stock only, and arrived at 
10% and 1012 % return on this ba- 
sis. We characterized this new 


method of determining rates of 
return to natural gas pipeline 
companies as being “skin and 
bones” treatment and furthermore 
that it changed the rules of the 
game in the “middle of the game.” 
Furthermore this method results 
in penalizing the new pipeline 
companies which had been neces- 
sarily set up on a thin equity 
basis. 

At this moment it is not pos- 
sible to say how badly it will af- 
fect a number of important com- 
panies in the industry. If it were 
rigidly enforced. it could result 
in several companies reducing 
their present dividend rates, as 
the initial step, and such a devel- 
opment might be the forerunner 
to a further deterioration of in- 
vestments in that industry. There 
are other problems which give 
cause for concern in the natural 
gas industry, particularly as many 
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of the companies do not know, and 
may not know, for a number of 
years what earnings they will be 
able to keep and what the Fed- 
eral Power Commission will de- 
termine must be refunded to the 
rate payers because of open rate 
proceedings that run back five 
years and more. 

We are also concerned with the 
apparent anti-attitude in Wash- 
ington toward large strong com- 
panies which have a vast number 
of stockholders. In the utility 
field we have in mind the situa- 
tion of the American Telephone & 
Telegraph Company. There have 
been threats reported which would 
require the telephone system to 
be broken up. Also, while on the 
one hand we have realized the 
necessity of beating our adver- 


saries in launching an intercon- 
tinental satellite communication 
system, we are creating apparant 
philosophical obstacles and deter- 
ring private companies proceed- 
ing at full speed to reach their 
goal. 


Local Regulation Reassuring 
The one reassuring strength of 


the utility industry is that the 
greatest segment of its operations 
is still subject to regulation at the 
local level, within the states or 
municipalities. The State Com- 
missions and municipal authori- 
ties have continued a sane and 
sound policy of regulation. Where 
rate assistance is needed by indi- 
vidual companies it has been 
forthcoming satisfactorily and 
promptly. 
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During the year 1961 we have 
had a fair and prompt decision in 
the State of Arizona affecting the 
Tucson Gas, Electric Light and 
Power Company. Likewise there 
were reasonable rate decisions in 
Michigan, affecting Consumers 
Power Company; in Ohio, in re- 
gard to Columbus & Southern 
Ohio Electric Company, and in 
Indiana, affecting Public Service 
Company of Indiana. 

The New York Commission al- 
lowed rate increases for New York 
State Electric & Gas Co., Niagara 
Mohawk Power Co. and Consoli- 
dated Edison Co. A conflict with- 
in the California Commission was 
reconciled to clarify and strength- 
en the rate position of the two 
largest utilities in the State, the 
Pacific Gas & Electric and the 
Southern California Edison Com- 
panies, and some rate increase was 
given San Diego Gas & Electric 
Company. 

State Courts have also been in- 
strumental in strengthening the 
position of the utility industry. We 


cite for example decisions in the 
State of North Carolina where 
both the lower court and the high- 
est court concurred in rendering 
a decision in the case of the Pied- 
mont Natural Gas Co. which es- 
tablished proper and fair stand- 
ards for regulation in the State of 
North Carolina. 

There were constructive rate 
decisions by courts in the State of 
Iowa affecting the Iowa-Illinois 
Gas and Electric Company, reaf- 


firming the fair value principles 
laid down by the State Supreme 
Court in 1957. 

Also in New Mexico a District 
Court set aside an unfair decision 
of the Commission in the case of 
the Southern Union Gas Co., a 
matter we brought to your atten- 
tion a year ago. 

Generally speaking, at the state 
or local level utility companies 
receive fair and consistent treat- 
ment which is a real bulwark to 
the utility industry and serves to 
maintain investor confidence in 
public utility securities. It is only 
at the Federal level where danger 
signals are up and give cause for 
concern not only to every tax- 
payer in the country but also to 
every investor. 


Respectfully submitted, 
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Report of the 






IBA 


Canadian Committee 


Norman J. Alexander, General Manager of James 
Richardson & Sons, Winnipeg, Canada, as Chair- 
man of the Canadian Committee, submitted the 
following Report to the Convention. 


While a high level of economic 
activity prevailed in Canada in 
1960, and during the current year 
to the time of writing, the period 
has been one 
of broad com- 


plexity in- 
fluenced by 
domestic and 
external dce- 


velopments 
both of a tem- 
porary or cy- 
clical nature 
as well as 
those of a 
long term or 
permanent 
character. Un- 
der these cir- 
cumstances, 
the real in- 
crease in the Gross National Prod- 
uct in 1960 even though of mod- 
est proportions may be viewed 
with a degree of satisfaction. It 
also is probable that the real or 
physical volume of production in 
1961 will also be somewhat larger 
than that of 1960. 

Canada entered 1960, the first 
year of a new decade with a 
material amount of capacity in 
excess of demand and a relative- 
ly high percentage of her rising 


labor force unemployed. Rising 
competition on world markets 
from Europe and Japan with their 


Norman J. Alexander 





modern plant and equipment con- 
structed in the post-war years and 
from the growing output of the 
less developed countries of Africa, 
Asia and South America was felt 
very keenly by Canada. To an ex- 
porting nation, plentifully en- 
dowed with raw materials and 
with excess resource industrial 
capacity, such competition im- 
poses special problems so that 
Canada today is facing one of the 


` greatest challenges in her history. 


On .the domestic scene, there 
were the problems of a labor 
force rising at a rate faster than 
it is being absorbed; a substan- 
tial adverse balance of trade; the 
heavy inflow of foreign capital 
funds because of an inadequate 
rate of domestic capital forma- 
tion and an almost static condi- 
tion of non-farm business inven- 
tories both in Canada and in the 
U. S. A, 


Situation Now Much Better 


The situation in the latter part 
of 1961 improved considerably. 
There is a distinct prospect of a 


surplus for the year in merchan- 
dise trade; the inflow of foreign 
capital funds has eased and de- 
spite the increased level of final 
expenditures, business inventories 
are beginning to grow. 

Detailed statistics on the vari- 
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ous segments of the Canadian 
economy are contained in the 
attached appendices.* Some com- 
ments concerning these figures 
would, however, appear perti- 
nent. f 

The Gross National Product in 
1960 rose by 3.2% over 1959 to 
$36 billion. This growth contrasted 
sharply with the 6.1% increase in 
1959. Prices rose some 1.7% in 
1960 so that about two-thirds of 
the gains in the GNP represented 
increases in actual production. 
Despite this, however, even the 
physical increase was only about 
half that in 1959. 

As between the various seg- 
ments of the economy, there was 
a lack of uniformity of trends. In 
general, however, it might be said, 
that in 1960 the service produc- 
ing industries grew slightly more 
than the goods producing indus- 
tries. 

In brief, the rate of growth of 
the Gross National Product was 
interrupted in 1960 as the level 
of economic activity eased in 
response to downward tendencies 
in several components of the end 
product demand. During the first 
quarter there was a slackening in 
the growth of total final pur- 
chases and business inventories 
rose appreciably. In the second 
quarter both final purchases and 
the value of production declined 
while business inventories de- 
clined by nearly the amount of 
the increase in the first quarter. 
Final purchases in the third auar- 
ter rose relatively sharply but the 
renewed strength was only par- 
tially reflected in production with 
the result that business inven- 
tories continued to decline. In the 
final quarter of the year both the 
end product and inventory de- 
mand began to exert an exvan- 


sionary influence on the Gross 
National Product. The gains 
however, were somewhat re- 


stricted by a decline in demand 
for Canadian export products. 

In the last quarter of 1960, the 
Gross National Product was at a 
record annual rate (seasonally 
adjusted) of $36,436 million. In 
the first quarter of 1961, the 
somewhat softer end product and 
inventory demand was more than 
counter-balanced by a_ substan- 
tial advance in outlay for new 
housing; the material improve- 
ment in export demand and con- 
tinued strength in government 
expenditures. Desvite these gains. 
however, the Gross National 
Product declined to an annual 
rate of $36,012 million because of 
the unusually sharp increase in 
dividends paid abroad during the 
period. 

In the second quarter of 1961. 
the uptrend was again resumed 
and the Gross National Product 
rose to an annual rate of $36,280 
million. The improvement can 
be viewed with satisfaction in the 
light of the drought conditions in 
Western Canada which had cut 
net income of farmers by more 
than 40% when compared with 
1960 figures. There was a sub- 
stantial rise in consumer spend- 
ing; continued heavy outlay bv 
the government sector and small 

Continued on page 51 





*Reproductions of statistical data, in 
part, included in text matter.—Ed. 
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1960 12:8 
- millions - 
9 $34,857 $32,967 
Gross National Product $35,95 P 
Spent on Consumer goods 
and services $23,409 $22,482 $21,240 
Private 7 27,375 4,784 4 
Government ERS) 7.422 $ 7,482 $ 6,843 
Balance Available 
1,754 $ 1,674 
Personal Saving $ ae i 5,062 4,741 
Business Saving ‘379 987 359 
Government* 7 -115 -35 
Inventory Adjustment -5 s 104 
Residual Error ia s 
$ 7,422 $ 7,482 $ 6,843 
tment 
Spent as inves 6.612 $ 6,894 $ 6,975 
Private $ 6, 1,389 
Public —2.508 
$ 8,200 $ 8,417 $ 8,364 
$ 297 $ - 333 
Inventory Change $ 316 ` 
Residual Error e LEME a $8,921 _- 105 $7,926 
Net Balance on A 1.439 a 1,083 
Current Account - $ 1,191 $i, $1, 
Inheritance & = -48 
Migrant Funds - net dja an mens ———48 
a - Es 
Current Account Balante - $ 1,270 $ 1,494 $ 1,131 
p = eee 
a a a i 1 nt - 
ect Invest. ( 
Foreign Dir $ 690 $ 550 $ 420 | 
in Canada 80 -48 i 
Cdn. Direct Invest. Abroad -85 i 
Net Transactions in E 
617 610 ( 
stocks and bonds 218 
i 
All other items 447 ani ai | 
$ 1,270 $ 1,494 $ 1,131 i 
] 
* Total Government Capital Expenditures less Government Deficit. 
1 
~ 
Mc WEI E ‘ 
Long 10 10 10 10 40 Bond 
Term Municipal Provin- Public Industrial Average l 
Dominion Bonds cial Utility Bonds f 
Bonds. Bonds 
1958 Aug. 1 3.96 5.17 4.72 4.87 4.% 4.93 
Sept. 1 4.15 5.17 4.79 4.91 5.01 4.97 I 
Oct. 1 4.13 5.30 4.97 4.95 5.15 5.09 t 
Nov. 1 4.31 5.28 5.02 4.96 5.09 5.09 i 
Dec. 1 4.42 5.27 5.08 5.02 5.12 5.12 i 
1959 Jan. 1 4.48 5.38 5.14 5.14 5.22 5.22 í 
Feb. 1 4.53 5.41 5.18 5.14 5.17 5.23 ] 
Mar. 1 4.65 5.52 5.17 $.47 5.17 5.26 C 
Apr. 1 4.80 5.52 §.22 5.20 5.20 5.29 j 
May 1 4.88 5.55 5.23 5.20 5.25 5.31 i 
June 1 4.94 5.71 5.39 5.47 5.42 5.50 
July 1 4.94 5.84 5.52 5.47 5.63 5.61 1 
Aug. 1 4.97 5.86 5.61 5.57 5.60 5.66 ] 
Sept. 1 5.29 6.20 5.97 5.78 5.78 5.93 
Oct. 1 5.80 6.60 6.19 6.01 6.05 6.21 I 
Nov. 1 5.45 6.53 6.06 6.00 6.03 6.15 
Dec. 1 5.58 6.52 5.97 6.00 6.02 6.13 i 
1960 Jan. 1 5.70 6.60 6.12 6.04 6.14 6.23 ! 
Feb. 1 5.87 6.60 6.19 6.17 6.22 6.30 
Mar. 1 5.63 6.56 6.05 6.14 6.20 6.24 
Apr. 1 5.43 6.24 5.79 6.02 6.00 6.01 j 
May 1 5.34 6.06 5.74 5.93 5.91 5.91 t 
June 1 5.22 6.06 5.73 5.83 5.82 5.86 
July 1 5.13 5.88 5.54 5.58 5.56 5.64 l 
Aug. 1 5.21 5.84 5.51 5.50 5.52 5.59 
Sept. 1 4.82 5.67 5.32 5.37 5.33 5.42 I 
Oct. 1 4.77 5.61 5.28 5.29 5.24 5.35 i 
Nov. 1 4.92 5.60 5.40 5.33 5.39 5.44 
Dec. 1 5.35 5.95 5.60 5.54 5.62 5.68 \ 
CANADA 
Medium Long 
1961 Term Term 
wen. 22 (8.22 5.38 5.97 5.68 5.45 5.61 5.68 
Feb. 1 5.18 5.26 5.94 5.70 5.49 5.62 5.69 
Mar. 1 5.12 5.13 5.83 5.53 5.47 5.51 5.59 
Mar. 30 5.18 5.26 5.85 5.65 5.51 5.61 5.66 
May 1 5.10 5.31 5.92 5.74 5.54 5.68 5.72 
June 1 5.09 5.21 5.82 5.62 5.48 5.60 5.63 
June 30 4.83 4.98 5.71 5.37 5.37 5.47 5.48 
Aug. 1 4.87 4.99 5.62 5.39 5.35 5.42 5.45 
Sept. 1 4.83 4.% 5.60 5.38 5.39 5.43 5.45 
Oct. 2 4.89 5.02 5.63 5.45 5.37 5.42 5.47 
Nov. 1 4.77 4.92 5.56 5.36 5.37 5.35 5.41 
Source: McLeod, Young, Weir & Company Limited - 50 King St. W. Toronto 
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increases in exports of goods and 
services. Business inventories in- 
creased but the amount involved 
was limited. Non-residential con- 
struction was practically un- 
changed from the previous quar- 
ter but there was a sharp decline 
in expenditures for new plant and 
equipment. Residential construc- 
tion was also off approximately 
9%. Figures for residential con- 
struction for the second half of 
1961 are expected to show a 
material improvement over the 
first half. 
National Income 


During 1960, National Income 
rose $699 million or 2.6% to a 
total of $27,375 million. The in- 
crease was modest when com- 
pared with the $1,732 million in- 
crease—or nearly 7% in 1959. 
Major changes were an increase 
of $753 million or 4.2% in labor 
income to $18,514 million and a 
decline in corporation profits be- 
fore taxes (excluding dividends 


paid to non-residents) of $172 
milliion or 5.9% to $2,735 million. 

Unincorporated business in- 
come of $2,105 million was $113 
million lower than in 1959. Net 
farm income after inventory ad- 
justments improved $70 million 
to $1,207 million and there was a 
moderate improvement of $85 
million to $2,362 million in rent, 
interest and miscellaneous in- 
vestment income. 
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Mr. & Mrs. William W. Hibberd, Trust Company of Georgia, New York; Mr. & Mrs. 
Mathews, Trust Company of Georgia, Atlanta 


Consumption 


During 1960, $23,409 million was 
expended by persons on consum- 
er goods and services which was 
an increase of 4.1% over person- 
al expenditures in 1959. Amounts 
spent on durable goods showed 
very little change from 1959 
whereas expenditures on non- 
durables were up about 4% and 
there was a 5% rise in expendi- 
tures on services, 

Government expenditures for 
consumer goods and services rose 
nearly 5%. At the same time gov- 
ernment capital expenditures rose 
by $65 million or 4.3% to $1,588 
million, All of the increase in 
capital spending was at provin- 
cial and municipal levels as Fed- 
eral expenditures for capital ac- 
count were slightly lower. 


Foreign Trade 


Exports of merchandise in 1960 
rose by $251 million or 4.9% to 
$5,400 million. Imports declined 
by $24 million to $5,548 million 
so that there was an adverse 
balance of trade of $148 million 
—a marked improvement from 
the adverse balance of $423 mil- 
lion of 1959. The pattern of ex- 
ports during the year was irregu- 
lar being at a very high rate in 
the first quarter; declining sharp- 
ly in the second, only to recover 
again in the third and easing off 
in the final quarter. Exports to 
the United States at $3,039 mil- 
lion were $150 million below 1959 


while exports to all other coun- 
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tries increased almost 20% or 
$401 million over 1959 to $2,361 
million. 

Non - merchandise transactions 
in 1960 increased to an adverse 
net total of $1,122 million and 
brought the current account ad- 
verse balance position to $1,270 
million. This compares with the 
1959 current account balance of 
$1,494 milloin of which non-mer- 
ch ndise items were $1,071 mil- 
lion. 

The highlights of the Canadian 
economy in 1960 together with 
comparative figures for 1959 and 
1958 are given in the following 
tabulation: 


Security Markets 


During 1960, there was a marked 
decline in the amount of both new 
Canadian issues coming on to the 
security markets and the net bor- 
rowing from the chartered banks 
for capital purposes. The total 
amount of net new issues of se- 
curities of all descriptions de- 
clined to $1,894 million as com- 
pared with $2,279 million in 1959 
and the peak of $3,054 million in 
1958. The decline was spread 
fairly proportionately across all 
divisions of security issues with 
the main exception of corporate 
bonds where the net new issues 
totaled $243 million in 1960 as 
compared with $102 million in 
1959. This increase in corporate 
bond issues was more than offset, 
however, by the decline in new 
corporate stocks from $406 mil- 
lion in 1959 to $227 million in 


1960. 

Prompted, no doubt. by the 
government’s efforts to reduce 
the very substantial adverse bal- 
ance in Canada’s International 
Current Account there was a 
sharp drop in net new issues pay- 
able in other Canadian currencies. 
The total for 1960 was $102 mil- 
lion as compared with $221 million 
in 1958. - 

Net new issues of Canadian 
securities in the first half of 1961 
totaled $956 million and was rela- 
tively unchanged from the $1,060 
million in the corresponding pe- 
riod of 1960. In the first half of 
this year net new issues payable 
in foreign currencies only 
amounted to $21 million. 


The effects of the heavy private 
demand for credit, particularly 
bank credit, which had built up 
in 1959 continued into 1960. The 
combination of heavy sales of new 
securities by the Federal Govern- 
ment, the sales of portfolio in- 
vestments by the banks to finance 
demands for credit, heavy bond 
offerings by provinces, munici- 
palities and corporations and the 
“disinvestment” of government 
accounts in the early part of 1960 
resulted in a sharp rise in bond 
yieids which reached their peak 
during the month of February. 
The trend then changed and 
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yields declined fairly steadily un- 
til October, 1960 when they again 
began to rise. This continued until 
February, 1961 where they lev- 
elled off. Since that time yields 
have slowly worked their way a 
little lower with this trend being 
more evident in the short end of 
the market. 


The Money Market of 1960 was 
characterized by wide swings. 


Ninety-day Treasury Bills started 
off the year on a 5.14% basis 
following a decline from a 6.16% 
yield in August, 1959. The low for 
1960 was a 1.68% basis in Septem- 


ber and they ended the year at a 
3.25% yield. During 1961 up to 
the end of October, the 90-day 
Bill movement has been much 
more moderate with a high of 
3.34% in April and a low of 2.26% 


Industrial Production 


Index of Industrial Production 
Seasonally Adjusted 


1949 = 100 
Electricity 
Total & Gas 
Index Mining Manufacturing Utilities 
1959 June 167.2 247.3 151.5 269.6 
July 166.1 247.9 150.7 260.9 
Aug. 164.9 246.0 148.9 270.6 
Sept. 168.4 263.9 150.4 280.7 
Oct. 171.1 259.6 154.2 278.1 
Nov. 167.8 264.1 149.3 285.3 
Dec. 169.4 257.1 152.1 284.9 
1960 Jan. 172.4 256.2 155.6 287.5 
Feb. 170.4 260.6 152.6 288.9 
Mar. 171.7 263.8 153.0 299.6 
Apr. 166.8 251.5 149.2 293.0 
May 167.3 256.4 149.0 296.0 
June 166.9 249.6 149.0 302.1 
July 164.0 250.8 145.7 297.8 
Aug. 165.6 249.1 146.8 314.6 
Sept. 167.6 255.2 148.4 314.4 
Oct. 166.9 246.1 149.5 301.4 
Nov. 165.9 252.2 147.7 298.9 
Dec. 166.0 248.3 147.8 305.6 
1961 Jan. 165.8 254.6 146.8 305.8 
Feb. 166.3 253.6 147.6 303.9 
Mar. 165.5 242.7 148.1 302.5 
Apr. 168.7 258.4 149.4 312.2 
May 169.3 266.6 148.4 325.5 
June 172.5 264.3 152.5 323.5 
Source: Dominion Bureau of Statistics 


Canadian Statistical Review 
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during August. At the end of Oc- 
tober the rate was 2.50%. 


New Deals 


These are strenuous times in 
both financial and economic Can- 
ada, as government, finance, busi- 
ness and industry seek means of 
putting the economy back into 
high gear and solve such knotty 
problems as adverse balances of 
payment on Current Account, 
government deficits, unemploy- 
ment and the financing of our ac- 
tivities. Many of these problems 
are interlocking which makes the 
situation more complicated. As is 
to be expected, there is a wide 
diversity of views as to remedial 
methods all of which makes ob- 
jective reporting difficult. 

One of the most controversial 
subjects in Canada in the past two 
years has been the respective roles 
that are to be played by monetary 
policies in prompting the eco- 
nomic and financial welfare of the 
nation. Following the 12% in- 
crease in money supply in 1958 to 
support the large Conversion Loan 
operation and Federal deficits 
which produced pronounced in- 
flation fears, the money supply 
was held almost constant between 
October, 1958 and October, 1960. 
This policy was in the face of a 
rise of nearly 84% in the Fed- 
eral net debt, with increases of 
similar proportions in provincial 
and municipal debt plus a 9% in- 
crease in the Gross National Prod- 
uct promoted accusations of an 
unnecessary “tight money” policy 
that was hindering the Nation. 

Without attempting to appraise 
the merits or otherwise of the 
money policy, it should be pointed 
out that the Canadian Chartered 
Banks remained in an excellent 
liquid position with their liquid 
asset ratio much in excess of the 
minimum requirements of 15%. 
General loans of the chartered 
banks which had declined from a 
peak of approximately $5.1 billion 
in August, 1959 to a low of $4.6 
billion in February of 1960 had 
increased fairly steadily during 
1960 and at the end of the year 
were approximately $5 billion 
again. After holding relatively 
constant for the first quarter of 
1961, general loans again began to 
increase and by the end of the 
third quarter they had increased 
to a record high point of $5.6 bil- 
lion. Despite this, however, the 
liquid asset ratio had built up to 
approximately 19%. It is also in- 
teresting to note that apart from 
the usual dips that occur each 
year at the time of the annual of- 
fering of Canada Savings Bonds, 
personal savings accounts in the 
chartered banks had continued to 
grow steadily and by the end of 
October, 1961 were in excess of 
$7.7 billion, an increase of nearly 
$1 billion since September, 1958. 

In the final four months of 1960 
Canada’s money supply was in- 
creased close to 1% per month. 
These were the first increases 
since September, 1958. During the 
first half of 1961, subject to sea- 
sonal fluctuations, the money sup- 
ply was held relatively constant. 
It then began to rise again. Be- 
tween the beginning of September, 
1960 and the end of October, 1961 
the total increase amounted to 
approximately 944%. On an an- 
nual basis between October, 1958 
and October, 1961 the increase in 
money supply has been 3% a year. 


The Coyne Controversy 


In the spring of 1961, a bitter 
and disturbing controversy de- 
veloped between the Minister of 
Finance and the Governor of the 
Bank of Canada as to the relative 
functions and responsibilities of 
the respective fiscal and monetary 
policies. This culminated in the 
resignation of Mr. James E. Coyne 
as Governor of the Bank of 
Canada. 

With the appointment in July, 
1961, of Mr. Louis Rasminsky, 
who is widely known and re- 
spected in International monetary 
circles, to replace Mr. Coyne as 
Governor, Canada’s financial com- 












munity heaved a large sigh of 
relief as for a number of months 
the bond and money markets had 
continued to operate on their own 
momentum but without direction. 
While to date there has been no 
official announcement of changes 
in fiscal or monetary policy, it is 
evident that with Mr. Rasminsky’s 
appointment a new period of close 
relationships between the govern- 
ment and the Bank of Canada 
and between the bank and the 
financial community is developing. 


Because of her export trade, 
the trend of economic events in 
Canada is heavily influenced by 
the course of economic activity of 
other nations and in particular the 
United States. Under these cir- 
cumstances, the 5% increase in 
Canada’s export trade in 1960, as 
compared with a 10% increase in 
the value of goods entering the 
channels of world trade and a 
20% rise in the U. S. merchandise 
exports, was most disappointing 
and particularly so as Canada 
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continued to run both a trade a: 
International current accou 
deficit. 


New Tax Policy on Investment 


During the past 12 mont! 
determined efforts have been in 
ated to improve Canada’s trax 
and financial position. Of partic: 
lar interest were the steps take 
by the government in the Su; 
plementary or “Baby Budget” ( 
Dec. 20, 1960 to stimulate a greate 
participation of Canadian capit: 
in the ownership of Canadian in 
dustry. Investment funds an 
mutual funds in Canada whic 
qualify as “investment compa 
nies” under the Income Tax Ac 
enjoy a special low rate of ta: 
of 21%. Subsequent to 1956, ther: 
were no regulations as to th 
percentage of investments whic! 
should be in Canada. New regula- 
tions were introduced in the 
Budget that require that corpo- 
rations desiring to qualify as 
“investment companies” for tax 














a e of P nts Current count 

Exports Imports Balance Non Current 

Merchandise Account 

(net) Balance 

- « = & Bese O82 Geeeeee 2. © ee SF ee 2 ee 

1952 4,339 3,850 +489 -325 +164 
1953 4,152 4,210 -58 -385 -443 
1954 3,929 3,916 +13 -445 -432 
1955 4,332 4,543 -211 -487 -698 
1956 4,837 4,565 -728 -638 -1,366 
1957 4,894 5,488 -594 -861 -1,455 
1958 4,887 5,066 -179 -952 -1,131 
1959 5,149 5,572 -423 -1,071 -1,494 
1960 5,400 5,548 -148 -1,122 -1,270 

Balance of International Payments on Capital Account 
Foreign Canadian All Trans- All 
Direct Direct actions bonds Other Overall 
Invest Invest and stocks Items Balance 
Abroad 
-“--\*-f*-- millions of dollars - - - - =- =- =-=- =~ =- =~- -~-~ 
1952 +346 -77 +125 -558 -164 
1953 +426 -63 +158 -78 +443 
1954 +392 -81 +167 -46 +432 
1955 +417 -74 -51 +406 +698 
1956 +583 -104 +727 +160 +1, 366 
1957 +514 -68 +763 +246 +1,455 
1958 +420 -48 +610 +149 +1,131 
1959 +550 -80 4617 +407 +1,494 
1960 +690 -85 +218 +447 +1,270 
Source: Bank of Canada 1960 Annual Report 
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purposes and to permit their Can- 
adian shareholders to enjoy the 
20% tax credit on diviends must, 
in the future, obtain at least 
three-quarters of the gross reve- 
nue in the form of dividends from 
taxable Canadian corporations. 


Registered pension funds or 
plans, in Canada, are exempt 
from income tax and contribu- 
tions to the plans in almost every 
case are deductible from income. 
The Budget provided that in 
order to continue to enjoy these 
privileges, pension plans must in 
future derive 90% of their invest- 
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withdrawn from branches of non- 
resident corporations. Exceptions 
to these new regulations were 
made in the case of banks, life 
insurance, transportation and 
communications companies. 


Not Aimed at Foreign Capital 


When introducing these 
changes, the Minister of Finance 
emphasized that they were not 
intended to block out foreign in- 
vestors but rather to promote 
greater use of Canadian capital 
in Canada and were merely the 
withdrawal of special incentives, 


ment revenue from Canadian that are no longer required, to 
sources. Both investment com- attract foreign capital. At the 
panies and pension plans are same time it was hoped to remove 


given until the end of March 1963 
to complete the required adjust- 
ments in their portfolios. 


A second major change, and 
one which is of particular interest 
to U. S. investors, was an adjust- 
ment in the “withholding tax.” 
The “withholding tax” exemption 
of interest on Government of 
Canada bonds and the 5% special 
rate on provincial issues was 
eliminated on all new bonds and 
they became subject to a 15% 


some of the upward pressure on 
the external value of the Cana- 
dian dollar that was impairing 
the competitive position of 
Canadian producers. 

The June 1961 Budget was es- 
sentially domestic in nature. 
Nevertheless it contained the an- 
nouncement of several policies 
that are worthy of note because 
of their influence on the finan- 
cial markets. Of particular in- 
terest to non-residents, was the 
announcement that Canada in- 


withholding tax on interest. The 
special 5% withholding tax on 
dividends paid by subsidiaries to 
non-resident parent corporations 
was increased to 15% and a 15% 
tax levy was imposed on profits 


tended to operate its exchange 
fund to lower the external value 
of the Canadian dollar. This was 
a complete reversal of policy as 
up to the 1961 Budget the Mini- 


Chartered Banks 
Classification of General Loans 


Business Personal Loans to Loans to Total 





Loans Loans Farmers Instituations General 
Month End - - = millions of dollars - ----------- Loans 
1960 Jan. 3,093 1,044 369 168 4,674 
Feb. 3,101 1,041 351 167 4,659 
Mar. 3,150 1,049 348 167 4,714 
Apr. Diara 1,078 361 165 4,775 
May 3,208 1,109 370 167 4,854 
June 3,267 2, 13S 386 168 4,957 
July 3,332 1,141 396 174 5,043 
Aug. 3,259 3, 181 421 173 5,004 
Sept. 3,245 1,165 434 178 5,022 
Oct. 3,832 1,173 446 184 5,035 
Nov. 3,256 1,182 441 186 5,064 
Dec. 3,220 1,199 420 194 5,032 
1961 Jan. 3,176 1,200 395 191 4,962 
Feb. 3,217 1,194 384 185 4,979 
Mar. 3, 267 1,212 392 182 5,053 
Apr. 3,316 1,246 405 178 5,145 
May 3,337 1, 284 418 183 5,223 
June. 3,441 ‘sae 442 188 5,382 
July 3,481 1,346 446 188 5,460 
Aug. 3,547 EP | 462 188 5,568 
Source: Bank of Canada Statistical Summary. 
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ster of Finance had flatly re- 
jected the adoption of any such 
measures by the government. 
During 1960, the Minister of Fi- 
nance had no more than one oc- 
casion expressed the opinion that 
the cost of eliminating the pre- 
mium on the Canadian dollar by 
use of the exchange fund would 
in all likelihood by very high. 
Between the end of June and the 
end of September, following the 
Budget Speech, there was actually 
a reduction of $61 million in the 
exchange fund hard currency 
holdings. Included in this reduc- 
tion was a $50 million payment 
to the International Monetary 
Fund. In October, however, the 
picture changed considerably and 
the exchange fund had to buy 
187 million U. S. dollars to keep 
the Canadian dollar at a discount 
of about 3% against the American 
dollar. This brought the total 
amount of U. S. dollar holdings 
of the exchange fund to $2,111 
million. 


Low Interest Rate Policy 


During the Budget speech, the 
Minister of Finance said it was 
the determined policy of the gov- 
ernment to do everything pos- 
sible to force down interest rates 
and in this connection he made 
three announcements. The first 
was that the government in- 
tended, at least for the next 
several months, to confine new 
Federal issues to the “short end” 
of the market. Secondly, the gov- 
ernment was setting up a pur- 
chase fund with an initial size of 
$100 million which would be used 
to buy Canada mid and long 
term securities. 

The third step to help the 
Canada bond market was that the 
entire portfolio of the Unemploy- 
ment Insurance Fund would be 
taken over by the Treasury at 
book values and in exchange, the 
Fund would acquire interest 
bearing non-marketable bonds 
which are to be redeemed by the 
government as required. The 
direct Government of Canada 
bonds held by the Fund would 
then be cancelled. This would re- 
move about $245 million mid and 
long term bonds that have been 
overhanging the market. 


Whether these steps will con- 
tinue to have the desired effect 
of forcing down interest rates is 
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still questioned by many finan- 
cial men. The government will 
require in the order of $1 billion 
of new money which is a heavy 
load on the “short end” of the 
market. This new load might well 
coincide with the increasing de- 
mand for credit by private enter- 
prise particularly on the char- 
tered banks as Canadian industry 
gets back into high gear. As pre- 


viously mentioned, general loans 
of the chartered banks are al- 
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ready at record levels although 
there is no evidence at present 
that they are selling off bonds 
and treasury bills in size to satisfy 
the demand. 


Royal Commission Appointed 


Of more than passing interest 
was the announcement that the 
government was appointing a 
royal commission to examine 
Canada’s entire financial struc- 


Continued on page 54 


Distribution of Canada Direct 


a t 
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General Public 
Total Bank of Chartered Govt. Market Canada 
Outstanding Canada Banks Accounts Issues Savings 
anad .. deeadiana S a. a 
End of 
Petiag- <9 4.4 me Millions of Dollars =- =- =- = e«s eas sesses e 
1955 16,000 2,416 3,124 1,491 6,536 2,433 
1956 15,234 2,426 2,524 1,518 6,225 2,541 
1957 15,165 2,463 2,641 1,367 6,045 2,649 
1958 16,416 2,670 3, $23 1,258 6,073 2,895 
1959 17, 135 2,677 2,811 923 7,513 3,212 
1960 17,747 2,744 3,057 866 7,485 3,594 
1960 Jan. 17,224 2,535 2,926 409 7,652 3,203 
Feb. 14,321 2,544 2,920 876 7,808 3,174 
Mar. 17,310 2,598 2,908 833 7,828 3,143 
Apr. 17,296 2,651 2,875 621 7,823 3,117 
May 17,232 2,645 2,956 811 7,735 3,085 
June 17,174 2,663 2,933 779 7,741 3,059 
July 17,106 2,715 2,874 848 7,629 3,040 
Aug. 17,102 2,723 2,905 900 7,556 3,017 
Sept. 17,110 2,676 3,061 907 7,464 3,002 
Oct. 17 , 366 2,769 3. 4EY 950 7,518 3,002 
Nov. 17,995 2,754 3,095 985 7,527 3,633 
Dec. 17,747 2,744 3,057 866 7,485 3,594 
1961 Jan. 17,741 2,637 3,157 882 7,471 3,594 
Feb. 17,730 2,584 3,275 800 7,485 3,585 
Mar. 17,753 2,662 3,309 727 7,493 3,562 
Apr. 17,717 2,739 3,161 728 7,563 3,527 
May 17,687 2,733 3,281 726 7,452 3,496 
June 17,762 2,714 3,381 733 7,462 3,473 
July 17,737 2,799 3,459 748 7,282 3,450 
Aug. 17, 885 2,803 3,645 777 7,237 3,424 
Sept. 18,061 2,862 3,662 787 7,998 3,400 
Source: Bank of Canada Statistical Summary. 
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ture and institutions. The Honor- 
able Dana Porter, Chief Justice 
of Ontario, has been appointed 
Chairman of the Commission. The 
terms of reference are brief but 
broad and facilitate a study of all 
aspects of money, banking, credit 
and finance. The timing is ap- 
propriate as the Bank Act comes 
up for its decennial review in 
1964 and the last major financial 
study was by the MacMillan 
Commission in 1938. 

To United States citizens whose 
rights as property owners are 
protected by the U. S. Constitu- 
tion, the action of the British 
Columbia Government in ex- 
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propriating British Columbia 
Electric and certain other assets 
of the parent company, British 
Columbia Power Corp. Limited, 
at an arbitrary price, set without 
an independent appraisal and 
without the right of appeal to the 
courts must have been both 
shocking and incomprehensible. 

The action was widely deplored 
in Canada. The President of the 
Investment Dealers’ Association 
of Canada dispatched a strongly 
worded message of condemnation. 
Other competent bodies both in 
Canada and elsewhere took 
similar action not so much 
against the actual expropriation 
but at the arbitrary price which 
without express permission of the 
G. C. Government could not be 
reviewed in the courts. Unfor- 
tunately, under the Canadian 
Constitution (The British North 
America Act) the injured party 
must seek permission from the 


B. C. Government to proceed 
against the Crown. The Corpora- 


TEXAS 
FUND 


INC. 


tion on behalf of its shareholders 
has filed a “petition of rights” but 
to date of writing the B. C. Gov- 
ernment has anounced no decision 
in this respect. 


Legality Attacked in the Courts 


The legal ramifications of the 
csituation are considerable and a 
discussion of same is beyond the 
scope of this report. No efforts 
are being spared by the B. C. 
Power Corporation lawyers in 
trying to bring the case before 
the courts. In a surprise move on 
Nov. 13, 1961, B. C. Power Corp. 
asked the British Columbia 
Supreme Court to rule that the 
Provincial Government did not 
have legal power to expropriate 
its former wholly owned sub- 
sidiary, British Columbia Elec- 
tric. If the court rules that the 
Provincial Government was with- 
in its legal powers, B. C. Power 
then asks that the Supreme Court 


set a price as “full compensation” 
for B. C. Electric. 
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In the meantime, some minor 
concessions have been obtained 
from the B. C. Government. 
Originally, holders of the B. C. 
Electric preferred shares were to 
exchange their holdings par for 
par into perpetual bonds with the 
same coupon rate. They are now 
able to take 25 year bonds or 
convert the perpetual bonds into 
25 year bonds. 

Britain’s proposed entry into 
the European Economic Com- 
munity or Common Market has 
special significance to Canada as 
a member of the Commonwealth. 
Opinions are sharply divided as 
to what effect this step will have 
upon Canada’s existing trade and 
prospects for future expansion. 
One school of thought in which 
members of the government are 
prominent, contends that Cana- 
dian trade would be damaged if 
it is necessary to work under the 
external tariff arrangements of 
the Common Market. The other 
school of thought argues that it 
is necsesary for Britain to seek 
its own economic salvation and 
Canada in the long run will bene- 
fit more with Britain economic- 
ally strong and Europe politically 
strong. 


Conclusion 


There is little question now 
that the Canadian economy is ex- 
periencing a moderately healthy 
upturn which should carry well 
into 1962. The Dominion Bureau 
of Statistics Industrial Production 
Index in August advanced to a 
record level of 175.1. Durable 
goods production has shown an 
uninterrupted rise since January. 
It now looks as if, for the first 
time in a number of years, Can- 
ada will have a surplus in her 
merchandise trade. The GNP is 


rising and corporation profits 
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pany which supervises a diver- 
sified portfolio of American 
securities selected for the pos- 
sibility of long term capital 
growth and income. 


A a NSN 


. SELECTED - 
AMERICAN SHARES unc. 


are begininng to improve and 
with the increased production 
unemployment has decreased at 
more than seasonal rates. 
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Report of IBA Investment 
Companies Committee 





Herbert R. Anderson, President of Distributors 
Group, Incorporated, New York City, was this 
year’s Chairman of the Investment Companies 
Committee and, in that capacity informed the Con- 


vention as follows: 


Total sales of mutual funds in 
1961 apparently will be in the 
range of $2% to $3 billion, a 
level 20% or more above the 
previous peak 
year. While 
redemptions 
of the ap- 
proximately 
$21 billion in- 
dustry appar- 
ently will ex- 
ceed $1 billion 
for the first 
time, net sales 
in 1961 will 
record a sub- 
stantial new 
high. By way 
of perspec- 
tive, this 
year’s gross 
sales are about equal to the total 
assets of all mutual funds ten 
years ago, and we need go back 
only to 1949 for the time when 
total assets were no greater than 
this year’s net sales. 


In terms of people, total share- 
holder accounts are now close to 
514 million held by an estimated 
234 million individual investment 
accounts. These are large num- 
bers in absolute terms. Their 
relative importance may be made 
plainer when it is pointed out 
that more than 20% of all holders 
of corporate securities own some 
mutual funds, and at least 10% 
of the total hold no other cor- 
porate security. 


Herbert R. Anderson 


Underlying Forces 


The continuously broadening 
use of investment company shares 
suggests that some general dis- 
cussion of this development 
would be of interest to the entire 
IBA membership. 

It has been said that most new 
ideas pass through three stages. 
Initially they are often thought 
to be “offbeat,” ridiculous or dis- 
turbing. After a time, if they are 
sound, they become tolerated and 
subsequently they are accepted as 
self-evident truths. 

To the extent this is true, the 
three stages would rarely be 
reached by all people at the same 
time, so there doubtless are those 
with each attitude toward any 
new development at any given 
time. 

A lot of trouble in the world 
today seems to stem from a lack 
of definition so, before going any 
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further, a simple restatement of 
just what an open-end investment 
company or mutual fund is may 
be in order. A mutual fund is no 
more or less than a commingled 
investment account, made easy to 
acquire or dispose of on an 
agreed-upon basis, that is aimed 
at a particular—and stated—in- 
vestment result and operated 
within clearly defined policies. 
Other than within this broad 
definition, one mutual fund is no 
more necessarily similar to an- 
other than is any one of the in- 
dividual accounts within any in- 
vestment firm or brokerage office 
the same as all others. Using 
commonly understood military 
terms, there are mutual funds 
with all gradations of strategic 
objectives as between income, 
growth and stability and then, 
touching on the area of “risk 
tolerance,” there is a further 
range in the tactics through 
which even similar objectives 
may be sought. 

But, regardless of this (whole- 
some, we believe) diversity of 
form and substance, there are at- 
tributes and developments gen- 
erally considered common to all 
—and it is these which we be- 
lieve underlie the transition that 
appears to be taking place in the 
case of mutual funds from their 
earlier consideration as “another 
security” to their becoming a 
widely accepted consumer service. 


The sale of liberty bonds to the 
public generally during World 
War I is often credited with 
stimulating and advancing the 
public’s interest in saving and in- 
vesting. Whatever the cause, per- 
sonal savings and investment in 
fixed dollar commitments prob- 
ably have grown more startlingly 
over a somewhat longer period 
than the growth of investment 
companies in more recent years. 

(Since 1915, deposits in mutual 
savings banks have increased 
from $3.9 billion to $36.3 billion, 
investments in savings and loan 
associations from $1.48 billion to 
$71.4 billion and total assets of 
life insurance companies from 
$5.2 billion to $119.6 billion, per- 
centage gains of 831, 4,724 and 
2,204.) 

Fixed Dollar Investments on 

The Defensive 


Meanwhile, two other funda- 
mental facts of far-reaching im- 
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portance have also occurred— 
(1) a distressingly constant and 
substantial erosion in the value 
of the saved dollar and (2) a 
most impressive long - term 
growth in the dividends and 
price of common stocks. In other 
words, the public has had two 
strong forces driving them toward 
equity investment, and frankness 
would require it to be said that 
those offering fixed doilar forms 
of investment to the public gen- 
erally have been placed on the 
defensive to that extent. 


(The so-called “variable an- 
nuity” is one reflection of this. 
The consideration by savings 
banks in New York State of the 
possibility of their offering a 
mutual fund to depositors is an- 
other, as is the tendency by some 
banks to offer their common trust 
funds to the public generally. In 
the latter case, the Board of Gov- 
ernors of the Federal Reserve 
System is considering an amend- 
ment to its Regulation “F” to 
curb this activity and insure that 
the common trust fund is re- 
stricted to its use with bona fide 
fiduciary accounts, as was in- 
tended.) 

Mutual funds are not the only 
sound way to share in the owner- 
ship of common stocks. However, 


they do provide many con- 
veniences. They do tend to 
eliminate the problems of “choice 


and change.” In addition, the 
selective diversification they pro- 
vide within a stated field probably 
offers the greatest possible as- 
surance of the investor’s partici- 
pation in the kind of investment 
results he seeks—and this may 
well be the fundamental fact un- 
derlying the industry‘s continued 
growth. 


(That this is important is sug- 
gested by some rather interesting 
figures that indicate the problem 
of investors, sensed or under- 
stood, in actually achieving this 
result through individual stock 
selection. For example, using only 
those stocks that are listed on the 
New York Stock Exchange, we 
find as of a recent date that “the 
market” as measured by the 
Dow-Jones Industrial Index was 
about 35% above its 1955-57 
highs. Yet 15 of the 30 stocks in 
this Index were below their in- 
dividual ’55-’57 highs by an aver- 
age of 23%. Taking all stocks on 
the New York Stock Exchange, 
we find that 43% are still below 
their individual 1955-57 highs, 
some by substantial amounts. And 
even more startling, about one- 
third of all the stocks on the New 
York Stock Exchange that were 
listed then and now are still sell- 
ing below their 1946 highs when 
the Dow high was less than one- 
third its persent level.) 





Let’s examine this development 
from another viewpoint. We all 
know our population has in- 
creased. The more important fi- 
nancial fact is that, coincidental 
with the nation’s growth of 
population, the national income 
has become much more broadly 
spread. In other words, we not 
only have a lot more people but 
a higher proportion who are able 
to invest. 

(Taking the 10 years ending in 
1957, the latest date for which 
such figures are available, we 
find, first, that the number of 
“consumer units” increased by 
nearly 20%, from 44.7 million to 
53.7 million—more people earn- 
ing. We then find that the pro- 
portion earning more or less than 
$4,000 was exactly reversed over 
the 10 years. In other words, in 
1947, 63% earned less than $4,000, 
and 37% earned more, whereas of 
the greater number in 1957, 37% 
earned less and 63% earned more. 
If the break is made at $6,000, 
the percentage earning above that 
figure increased during these 10 
years from 17% to 38%, a gain 
of 120%. 

Possibly even greater signifi- 
cance may be attached to these 
figures when they are adjusted 
for the change in living costs. In 
other words, on the basis of dol- 
lars of constant (1957) value, 49% 
of all “consumer units” earned 
less than $4,000 in 1947, and 51% 
earned more as compared with 
1957 when 37% earned less and 
63% more. Using the $6,000 break 
point, there was an increase of 
nearly 50% in those earning more 
than $6,000 in 1957 than in 1947, 
i.e., 38% as compared with 26%.) 


The next point probably is 
arguable but there is reason to 
believe that Social Security, and 
the substantial growth in use of 
employee retirement plans gen- 
erally, has caused people to be- 
come more conscious of retirement 
planning. As long as people see 
little or no hope of accumulating 
a sufficient amount to be signifi- 
cant they tend to do nothing, but 
as a base is provided through 
these other media, the possibility 
of adding some further margin of 
comfort appears often to become 
sufficiently possible of achieve- 
ment to warrant doing something 
about it. 


In short, we believe that the 
increasingly effective sales efforts 
in the sale of mutual fund shares 
are the result of these relatively 
fundamental forces and factors, 
rather than being the cause of the 
industry’s growing importance. 

From the standpoint of our 
national interest, the more wide- 
spread ownership of equity se- 
curities to which mutual funds 
contribute so much is certainly 
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constructive. The whole base of 
the free enterprise system — 
“people’s capitalism”—is thereby 
broadened while capital formation 
is increased. 


Investment Company Institute 


Mention should be made in this 
report of the recent change 
whereby the National Association 
of Investment Companies has be- 
come the Investment Company In- 
stitute. Organized 20 years ago as 
an Association of issuers, or oper- 
ating companies, this change 
broadens the base of membership 
to include investment advisers 
and underwriters of investment 
companies. While still a voluntary 
Association, the new Investment 
Company Institute is believed to 
be in a position to more effec- 
tively represent all phases of the 
industry. 

In view of the substantial size 
and still accelerating growth in 
the public acceptance of mutual 
funds, it is not surprising that 
somewhat continuous inquiry 
should be made into their struc- 
ture and operation. Physical 
checks-ups are good for people. 
A similar examination of any 
business, that can discern, isolate 
and remove possible weaknesses, 
should add to its strength. 


Constructive Analysis 
Welcomed 


Today’s investment companies, 
of course, have grown to their 
present stature and public accept- 
ance under carefully drawn stat- 
utes that regulate their operation 
and prescribe disclosure standards 
that are unique in today’s business 
world. Significantly, these statues 
—and particularly The Investment 
Company Act of 1940—represent 
the cooperative effort of the au- 
thorities and those in the business. 

To the extent current inquiries 
seek to examine the effectiveness 
of these statutes, and whether im- 


Continued on page 56 
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provements in the basic operation 
of investment companies can and 
should be meade, they are gener- 
ally welcomed. Those in the busi- 
ness have the same purpose. To 
the extent, however, that these 
inquiries simply challenge or seek 
to deny the profit that should 
accrue to a successful business 
enterprise, they strike at the basic 
motivation through which the 
services and products offered to 
the American public in a competi- 
tive market continuously are im- 
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proved. And that is everybody’s the relatively new Remittance or Walter L. Morgan 


business. 


Significant Special Services 


More than two-and-a-half mil- 
lion present shareholder accounts 
of mutual funds—about 45% of 
the total number—are now regu- 


larly adding to their investment 
through the accumulation and 
dividend reinvestment plans of- 
fered by investment companies. 
Illustrating the adaptability of the 
investment company vehicle to 
the needs and objectives of people, 
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Distributors Group 


Withdrawal Plans now number 
close to 30,000, represented by 
accounts with a present value of 
about $500 million. 


Perspective on Size 

This report has mentioned the 
size and growth of mutual funds, 
but not to relate these to the en- 
vironment within which they have 
been achieved would omit a quite 
material fact. 

For example, in 1940, when the 
assets of mutual funds were less 
than $500 million, their holdings 
of New York Exchange listed is- 
sues amounted to an estimated 
three-quarters of 1% of the total 
value of all such listed issues. 
Today, with fund assets increased 
more than 40 times, this figure 
is still less than 4⁄2% and, of 
course, they hold a substantially 
lesser percentage of issues traded 
in other markets. 

As for their market activity or 
influence, the net purchases of 
mutual funds in 1940 were small, 
at an estimated one-quarter of 
1% of total trading volume on the 
New York Stock Exchange. How- 
ever, today the figure is still no 
more than an estimated 2.5% of 
this year’s trading volume. 

Your committee appreciates the 
opportunity to present this report 
and hopes it has been of interest. 

Respectfully submitted, 
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Report of IBA Small 
Business Committee 





Harvey B. Gram, Jr., Partner, Johnston, Lemon 
& Co., Washington, D. C., headed the Small Busi- 
ness Committee, Report of which was as follows: 


During the past year your com- 
mittee has continued to watch de- 
velopments, legislative and other- 
wise, affecting small business gen- 
erally but has 
devoted most 
of its attention 
to the Small 
Business In- 
Investment 
Company pro- 
gram being 
administered 
by the Small 
Business Ad- 
ministration 
under the law 
authorizing 
such invest- 
ment compa- 
nies which 
was passed by 
the Congress in 1958. Because of 
the widespread interest in this 
new financing tool, the public of- 
ferings of stock of SBIC’s, and 
legislation pending before the 
Congress to change the 1958 Act, 
we held an open meeting of our 
committee at the Spring meeting 
of the Board of Governors at 
White Sulphur and invited all 
those present who were interested 
to participate in the consideration 
of this subject. We were fortunate 
in being able to get Mr. Phil David 
Fine, Deputy Administrator of the 
Small Business Administration, 
and who is in charge of the SBIC 
program, to address the meeting. 
At that time he gave an admirable 
summary of the background of 
this program, a report on its prog- 
ress to that date and discussed in 
some detail the legislation then 
pending before the Congress which 
was in large part designed to lib- 
eralize the basic law and make 


it more effective. Following his 
talk there was an extended ques- 
tion and answer period. Subse- 


Harvey B. Gram, Jr. 


quently, he made available to us 
a number of charts which he used 
in connection with his presenta- 
tion and we made these available 
to members of the committee and 
others who were interested. 


Lauds SBIC Official 
This open meeting of our com- 


| mittee at the Spring Board Meet- 


ing was so successful that we de- 
cided to duplicate it at the Con- 
vention because liberalizing legis- 
lation has been enacted in the 
interim and, of course, there have 
been other developments in the 
program. Again, we were success- 
ful in securing Mr. Phil David 
Fine, Deputy Administrator of the 
Small Business Administration, to 
address an open meeting on “Small 
Business Financing” as your Con- 
vention program indicates. For 
the benefit of those who were 
unable to attend this meeting a 
copy of Mr. Fine’s formal remarks 
are attached to this report. [Ed. 
Note: We reproduce elsewhere in 
this issue the text of Mr. Fine’s 
talk at the Convention. | 

During the course of the year 
your committee has received a 
number of requests for informa- 
tion as to services and other re- 
ports available which provide data 
on and analyses of small business 
investment companies and reports 
generally in this area. For the 
benefit of those interested in such 
matters, we list, without neces- 
sarily endorsing, the following: 


(1) The SBIC Evaluation Serv- 
ice which is published monthly 
by S. M. Rubel and Associates, 
53 W. Jackson Blvd., Chicago 4, 
Ill. This Service is what its name 
implies and contains a price index, 
data on book value, price pre- 


mium, average portfolio yield, 


percentage of funds invested, total 
funds invested, etc. 
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(2) The SBIC Newsletter, 927 
15th Street, N. W., Washington 5, 
D. C., which is published twice a 
month and reports generally on 
developments in this field. 


(3) Keyfax Publications, Inc., 
Sherman Oaks, Calif., a very new 
publication in this field. 


For those interested in the sub- 
stantive changes in the 1958 Act 
which were made by the Small 
Business Investment Act Amend- 
ments of 1961, and also other leg- 
islative enactments of the First 
Session of the 87th Congress hav- 
ing to do with small business, we 
call your attention to a compen- 
dium of these items which was 
put in the Congressional Record 
by Senator Sparkman on Sept. 27, 
1961, a copy of which is attached 
to this report as Appendix I. 

Your committee wishes particu- 
larly to express its thanks to Mr. 
Fine for his cooperation and help- 
fulness during the past year. We 
also wish to acknowledge the co- 
operative helpfulness of the Na- 
tional Association of Small Busi- 
ness Investment Companies. We 
welcome suggestions from the 
membership as to how the com- 
mittee can be more helpful and 
useful in this area. 


Respectfully submitted, 
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The Small Business Legisla- 
tive Accomplishments of the 
lst Session, 87th Congress. 
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—a Balanced Fund 
seeking conservation of 
capital, reasonable cur- 
rent income, and profit 
possibilities. 
Ask your investment dealer 
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Extension of Remarks 
of 


HON, JOHN SPARKMAN 
of Alabama 


IN THE SENATE OF THE 
UNITED STATES 


Wednesday, September 27, 1961 


MR. SPARKMAN: Mr. President, 
I ask unanimous consent to have 
printed in the Appendix of the 
Record the small business legis- 
lative accomplishments of the 
lst session, 87th Congress. 
There being no objection, the 

address was ordered to be printed 

in the Record, as follows: 


Year after year, since 1950, 
when the present Small Business 
Committee of the Senate was es- 
tablished by Senate Resolution 58, 
the Congress has expressed its 
concern for the welfare of the 
Nation’s small businessmen by the 
enactment of legislation designed 
to foster and promote a healthy 
small business community. No 
session of Congress in the past 
decade has adjourned without 
adding to the legislative arsenal 
of small business new weapons to 
help the Nation’s small and inde- 
pendent enterprisers wage their 
oftentimes desperate struggle for 
survival on today’s business bat- 
tleground. 


Perhaps mindful of the growing 
casualty lists mirrored in the 
mounting number of small busi- 
ness bankruptcies, the Ist session 
of the 87th Congress agaiin dem- 
onstrated its awareness of the 
problems of small businessmen 
through the enactment of various 
measures to strengthen the small 
business segment of our economy. 
In summarizing these at this time, 


I cannot let the occasion pass 
without taking notice of the com- 





EATON & 


57 


bined efforts of the members of 
the Senate Small Business Com- 
mittee to help small businessmen 
hurdle many of the obstacles 
which stand between them and 
the successful conduct of their en- 
terprises. Without stint the mem- 
bers gave of their time and energy 
to make it possible for the owners 
and managers of small concerns, 
if not to overtake, at least to stay 
competitively within shouting dis- 
tance of their larger and more 
powerful rivals. In no slight 
measure, these efforts of the com- 
mittee members were responsible 
for the enactment of significant 
small business legislation during 
the first session of the 87th Con- 
gress. 

When Congress passed the Small 
Business Investment Act of 1958, 
it in effect added a significant 
new dimension to the Nation’s 
banking system by creating a new 
primary source of credit in the 
form of small business investment 
companies, The response of the 
investing public to the idea of 
small business investment compa- 
nies has exceeded expectations. 
Today there are in existence 386 
investment companies licensed by 
the Small Business Administra- 
tion. These have aggregate capi- 
tal in excess of $300 million avail- 
able for long-term loans and 
equity capital for small busi- 
ness enterprises. Even so, as with 
all new and original concepts, it 
became evident that opportuni- 
ties existed for improving and ex- 
panding the SBIC program, chiefly 
by means of making the forma- 
tion of SBIC’s more attractive to 
the investing public. 


New Incentives Provided 


With this as an objective, Con- 
gress passed §S-902-Public Law 
Continued on page 58 
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87-341-the Small Business Invest- 
ment Act Amendments of 1961, to 
offer new incentives for the for- 
mation of SBIC’s. These incen- 
tives took the following forms: 


(1) The amount of subordinated 
debentures in an SBIC which the 
Small Business Administration 
may purchase was raised from 
$150,000 to $400,000. 

(2) Banks may now invest 2% 
of their capital and surplus in 
SBIC’s. Previously banks could 





UNDERWRITERS - DISTRIBUTORS - DEALERS 


effective 


in 





only invest 1% of their capital 
and surplus in SBIC’s. 


(3) The amount of section 303(b) 
loans which SBA may make to an 
SBIC is set at 50% of capital and 
surplus, with a limit of $4 million 
to any single investment company. 

(4) The amount of funds which 
an SBIC may lend to any one bus- 
iness firm was limited to $500,000, 
unless the SBA grants an excep- 
tion. 

(5) SBA was given broad pow- 
ers to investigate and issue cease- 
and-desist orders against SBIC’s. 
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After a hearing, SBA can suspend 
the license of an SBIC. Licenses, 
however, may not be revoked 
without Federal court action. 


(6) An additional $75 million 
was added to SBA’s revolving 
fund for SBIC operations, an in- 
crease from $250 million to $325 
million. 


(7) SBIC’s may now cooperate 
with lenders and investors, 
whether incorporated or unincor- 
porated, in furnishing funds to 
small business firms. Previously, 
such cooperation could only be 
extended to other lending institu- 
tions. 


Two steps were taken during 
the Ist session of the 87th Con- 
gress to increase the effectiveness 
of the Small Business Adminis- 
tration as the champion of small 
business. H.R. 8762-Public Law 
87-305—approved Sept. 26, 1961, 
increased SBA’s revolving fund 
by $105 million, thus assuring the 
agency funds to operate its lend- 
ing programs throughout fiscal 
year 1962. 


Additional Legislative Stimulants 


Additionally, Public Law 87-305 
laid the foundation for a program 
designed to increase the role of 
small concerns as subcontractors 
on Government procurements. 
Under its provisions, SBA, the 
Defense Department, and the Gen- 
eral Services Administration must 
within 90 days from the date of 
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Genachte, Chase Manhattan Bank, New York 


enactment develop cooperatively 
a small business subcontracting 
program. Before any regulations 
governing this program are issued 
by the Defense Department and 
GSA, the concurrence of SBA 
must be obtained. Lacking this, 
points of disagreement must be 
referred to the White House for 
resolution. 

No summary of legislation help- 
ful to small business concerns 
passed during the lst session of 
the 87th Congress would be com- 
plete, Mr. President, without 
mention of the following enact- 
ments: 

S. 2325—Public Law 87-311— 
should encourage small business 
to enter the world trade market 
by clarifying the authority of the 
Export-Import Bank to insure, co- 
insure, and reinsure U. S. exports 
and foreign exports doing busi- 
ness in the United States in an 
aggregate amount outstanding at 
any one time of $1 billion against 
political and credit risks of loss 
stemming from export activities. 

S. 1922 — Public Law 87-70 — 
authorized the Small Business Ad- 
ministration to make disaster 
loans to a small business which 
has suffered substantial injury as 
a result of its displacement by 
federally aided urban renewal or 
highway construction program or 
any other construction program 
which was financed by Federal 
funds. 


S. 1—Public Law 87-27—Area 
Redevelopment Act, extended in- 
definitely the authority of the 
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Small Business Administration. 
due to expire June 30, 1961, to 
make loans to State and local de- 
velopment companies. In com- 
menting on this provision, the 
House Banking and Currency 
Committee’s report on S.1 stated: 
“These loans can greatly benefit 
areas of substantial and persistent 
labor surplus and will, therefore, 
promote the general purposes of 
the area redevelopment bill. * * * 
Through March 17, 1961, loans to- 
taling $10,700,000 had been made 
* * * under this authority. * * ° 
No losses have been incurred to 
date.” 


Mr. President, these accomplish- 
ments of the Ist session of the 
87th Congress with respect to 
small business legislation will un- 
doubtedly help to improve the 
competitive position of our more 
than 4.5 million small and inde- 
pendent enterprises. 


There remain, however, some 
important small business measures 
on which congressional action has 
not been completed. In the fields 
of tax relief and antitrust en- 
forcement several bills that were 
introduced in the first session will 
again be considered when Con- 
gress convenes in January 1962. 


It is my hope that careful and 
prompt action on these measures 
next year will make it possible 
for the 87th Congress to go down 
in history as a Congress which 
left no doubt about its desire to 
strengthen our free enterprise sys- 
tem by fostering and encouraging 
small businesses to enjoy a healthy 
growth along with our rapidly 


expanding national economy. 
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Report of IBA Railroad 
Securities Committee 





James L. Sheehan, Partner in Dick & Merle-Smith, 
New York City, and Chairman of the Railroad 
Securities Committee, presented the following Re- 


port to the Convention. 


Since the end of World War II 
seven major studies of transporta- 
tion have been made and publi- 
cized. They contained numerous 
constructive 
recommenda- 
tions for the 
modernization 
of transporta- 
tion policy 
and the pro- 
motion of a 
higher degree 
of financial 
strength for 
common car- 
rier transpor- 
tation. The 
failure to ac- 
complish little 
more than 
minimum 
progress with respect to a mod- 
ernized transportation policy and 
regulatory philosophy is one of 
the principal reasons why the 
railroad industry continues to be 
a notoriously weak segment of 
our economy. 

To a degree, in certain instances 
more than others, railroad man- 
agement also should be charged 
with some part of the responsibil- 
ity for the present predicament of 
the industry. It is our opinion that 
railroad management should be 
more cooperative and more states- 
menlike in coping with general 
problems of public transportation. 

Unless appreciable and rapid 
progress is made in dealing with 
the problems, the survival of the 
railroad industry as an integral 
part of our free enterprise sys- 
tem is seriously in jeopardy and 
government ownership and op- 
eration would appear to be 
inevitable. 


James L. Sheehan 


Figures Tell the Story 


There is probably no better 
way to exemplify the combined 
effect on the railroad industry of 
an unsatisfactory national trans- 
portation policy and internal man- 
agement difficulties than to reflect 
the rate of return on its net 
property investment. The figures 
for recent years are given in 
Table I. 












The figures speak for them- 
selves. They are mute evidence, 
from a financial point of view, of 
the critical nature of the railroad 
situation (exclusive of the Poca- 
hontas roads) at the present time. 

The roads operating in the 
Eastern District (exclusive of the 
Pocahontas carriers) seem to have 
suffered the most in the last few 
years of rising costs and shrink- 
ing volume. Nineteen — nearly 
50% — of the 40 railroads as- 
signed to this district classification 
reported an operating deficit for 
the first eight months of 1961. The 
Eastern District, as a whole, re- 
ported an operating deficit of $62 
million for the first eight months 
of 1961, as contrasted with operat- 
ing earnings of $49 million in the 
like period of 1960. Outside of the 
Eastern District the roads gener- 


ally fared much better. Earnings 
were lower but the decline was 
not appreciable, the greatest de- 
cline being about 20% in the case 
of the Pocahontas Region carriers. 

Most of the Eastern District 
carriers are largely dependent 
upon heavy industry such as steel. 
The steel industry has suffered 
considerably from foreign com- 





petition while the carriers have 
had to compete with barges and 
trucks for the steel companies’ 
business. Consequently, the rail- 
roads lost business not only be- 
cause of a lower level of steel 
output but, in addition, there were 
losses due to competitive influ- 
ences. 


1961 Net Earnings at Depression 
Level 


The year 1961 for the railroad 
industry, from the standpoint of 
net railway operating income 
(earnings derived from direct 
railroad operations) is going to be 
quite unsatisfactory. Total oper- 
ating revenues should aggregate 
approximately $9.1 billion, as con- 
trasted with $9.5 billion for the 
preceding year. Net railway op- 
erating income probably won’t 
exceed $500 million, or $84 mil- 
lion less than for the year 1960. 
Such a depressed level of net 
earnings is comparable only with 
the results obtained in a depres- 
sion year such as 1935. However, 
in 1935 the combined revenues of 
all the class I roads totaled $3.45 
billion, or less than 40% of the 
current level of revenues. 


Stated another way, the 1935 
net earnings were equivalent to 
14.5% of operating revenues for 
that year, whereas the corre- 
sponding ratio for the indicated 
current year’s resuit is only 5.5%. 
The 1935 profit margin of 14.5% 
applied to the projected 1961 rev- 
enues would produce a net op- 
erating income of over $1.3 billion; 
notwithstanding such a level of 
earnings, the rate of return on 


net property investment would 
still be less than 5%. 


TABLE I 
Rate of Return on Net Property Investment 
All Eastern Pocahontas Southern Western 
Class I District Region Region District 
Period— Railways Roads Roads Roads Roads 
Year: 1956___-_--- 3.95% 3.30% 8.68% 5.00% 3.54% 
E iian 3.36 2.40 8.44 4.17 3.18 
2.76 1.11 6.95 3.68 3.20 
T inn 2.12 1.42 6.89 3.63 2.87 
SS 2.13 0.62 6.51 2.97 2.40 
ist 8 mos. 1961__. 140 —0.98 5.07 2.64 2.34 
TABLE I 
Carloadings of All Class I Railways 
% Change 
Period— 1961 1960 1961-1960 
4 Weeks January ___-_----_-___- 1,921,855 2,386,196 —19.5% 
4 Weeks February --.-.-.....- 1,954,793 2,292,112 —14.7 
5 Weeks March ............- 2,506,536 2,898,441 —13.5 
Dn O Foo o N 2,106,107 2,492,148 —15.5 
EY MI, ciiir 2,242,173 2,558,522 —12.4 
I a E R aaa 2,860,298 3,062,371 — 6.6 
Zo F er cicmtimnuminiuile 2,173,783 2,298,399 — 5.4 
5 Weeks August _____________ 2,966,799 2,963,099 + 0.1 
4 Weeks September _---_-_-_~-- 2,351,174 2,328,706 + 1.0 
4 Weeks October ____________ 2,580,437 2,557,643 + 0.9 
S Weems Wevember:......--.. <aouxw- 2,725,718 iad 
CURS DIDIT cccceccsan 2 | 6ccecce 1,878,036 oa 
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63 consecutive quarterly dividends, totaling $17,174,478. 


TEN MONTH EARNINGS 


Earnings for 10 months Ended 10/31 
Earnings for 12 Months Ended 
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Average shares Common Stock Outstanding 
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1961 1960 
rae $2,116,060 $1,908,284 
ee $2,798,056 $2,540,939 
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bet $1.79 $1.69 
ai tach 1,520,600 1,430,494 
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A THIRD OF A CENTURY OF DEPENDABLE SERVICE 


Average Fixed Charges Coverage 
Below 1960 Ratio 


_ Class I railways combined earn- 
ings coverage of fixed charges 
(before deduction of Federal in- 
come taxes) for the year 1961 
should approximate 2.5 times, as 
contrasted with 2.9 times for the 
year 1960. These, of course, are 
average figures and while a num- 
ber of roads will do considerably 
better there will also be a great 
many that won’t do nearly as 
well, while in certain instances, 
especially in the case of Eastern 
lines, deficits will be reported. 

Aggregate net income of the 
class I railways is expected to 
approximate $400 million in 1961, 
or about 10% less than the $444 
million earned in 1960. 

The drastic reduction in rail- 
road earnings as already produced 
one casualty, namely, the New 
Haven Railroad which was placed 
in bankruptcy last September, fol- 
lowing refusal of the I. C. C. to 
guarantee any further borrowings 
of the carrier. Unless traffic re- 
covers and costs remain relatively 
stable a number of roads will un- 
doubtedly require financial assist- 
ance. Inability to obtain loans will 
result in financial embarrassment. 

The I. C. C. has been most 
helpful in assisting several roads 
over the rougher spots by guar- 
anteeing their borrowings, as 
provided for in the Transportation 
Act of 1958. At the present time 
the principal amount of such 
guaranteed loans aggregate ap- 
proximately $153,000,000. 

Recent traffic statistics show 
evidence of an improving trend 
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and it is anticipated the recent 
rate of improvement will tend 
to accelerate at least throughout 
the first half of 1962. 


Piggyback Loadings Up Sharply 


Freight car loadings by months 
in 1961 in comparison with cor- 
responding figures for the preced- 
ing year are given in Table II. 

Piggyback loadings continue to 
expand and a new record was set 
recently when 13,461 cars were 
loaded in a single week, a gain 
of 46.5% over the same week of 
the year 1959. 

Well conceived and equitable 
plans for consolidation of railroad 
properties are in the public in- 
terest. They shoulld be sanctioned 
without undue delay if economic 
waste is to be avoided and the 
public is to receive improved 
transportation service at the low- 
est possible cost. 


Projected Merger Savings 


Some idea of the estimated 
annual savings (pretax) that may 
be realized from current merger 
proposals are shown in Table III. 


The annual savings add up to 
$253 million. Since the studies 
that suggested these savings date 
back to a period when costs were 
at a lower level than obtain today, 
it is reasonable to suppose that 
such savings are understated in 
terms of current costs. 

It is estimated railroad consoli- 
dations on a broad national basis 
that might reduce the number of 
systems to as few as 10 or 12 
could mean savings (pretax) in 
transportation costs of upwards of 
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TABLE Ill 


Atlantic Coast Line—Seaboard Air Line-------- 
Great Northern—Northern Pacific—Burlington__ 
Norfolk & Western—Wabash—Nickel Plate__-_-__- 
Chesapeake & Ohio—Baltimore & Ohio---------- 
Pennsylvania—New York Central..--.------------ 


Estimated Savings 

$38,700,000 
43,000,000 
27,000,000 
45,000,000 

100,000,000 


TABLE IV 
All Class I Railways—Gross Capital Expenditures 


Expenditures 

on Roadway 
Year 
O $406,500 
O na 386,956 
D atebieces 258,356 
DER. oE 250,456 
Renn ae aren 285,615 


Total___$1,587,883 


1888 - 1961 
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$1 billion annually. It is realized 
such a result would be difficult 
of accomplishment because of the 
many imponderables. Neverthe- 
less, this does not alter the fact 
that colossal reductions in rail- 
road costs may be derived from 
consolidations. 


“Magna Carta for Transportation” 
The Association of American 
Railroads plan for alleviating the 
serious condition of the industry 
is known as “Magna Carta for 
Transportation” and embodies a 
petition to Congress requesting 
the following “Four Freedoms”: 
(a) Freedom from discrimina- 
tory regulation; 
(b) Freedom from discrimina- 
tory taxation; 
(c) Freedom from subsidized 
competition; 


(d) Freedom to provide a diver- 
sified transportation service. 


The objective of the Association 
is noble, Its accomplishment will 
be extremely difficult because of 
the political aspects involved. 

Although dictated to a certain 


extent by the flow of traffic and 
earnings, railroad capital expendi- 
tures continue to be made in sub- 
stantial amount each year. Gross 
capital expenditures of all class I 
railways since the end of World 
War II have totaled in excess of 
$16 billion, or roughly $1.1 billion 
per annum. About two-thirds of 
this sum has been expended on 
equipment and one-third on road- 
way. 

Table IV presents such expendi- 
tures for each of the last five 
years: 
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These expenditures on the part 
of the railroad industry are pro- 
vided for from earnings, noncash 
expenses, such as depreciation ac- 
cruals, sale of assets and borrow- 
ings. Because of the unsatisfactory 
earnings position of the industry 
and resultant poor credit status 
of all but a few carriers, the bor- 
rowings recently have been re- 
stricted mainly to the financing 
of equipment purchases. 

Such expenditures have also 
been a heavy drain on the work- 
ing capital of the carriers. For 
example, at the close of July, 1961, 
the working capital of all class I 
railways aggregated $832 million, 
a reduction of $313 million in the 
period of a year and almost $800 
million beneath the corresponding 
figure at the close of 1955. 

Marketwise, railroad bonds 
have done comparatively little 
during the past year, reflecting 
principally the changing fortunes 
of the respective obligors. 

Dow - Jones closing railroad 
stock averages stood at 129 a year 
ago, advanced to 147 by the end 
of the first quarter then dropped 
back to 133 on July 19 from 
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whence it rose to nearly 153 on 
Oct. 11. Currently it stands about 
151. 


Investors’ Attitude 


The near-term prospects are for 
a materially better traffic outlook 
throughout the first half of next 
year and consequently an im- 
proved earnings situation. Further 
consolidation proposals and prog- 
ress in this connection should also 
be witnessed. In certain quarters 
corrective legislation favorable to 
railroads is anticipated from the 
next session of Congress. 

Notwithstanding the tempo- 
rary favorable outlook for the 
railroads, experienced discrimi- 
nating investors, so necessary to 
the industry if its health is to be 
restored, will not invest new long- 
term funds therein under condi- 


tions that permit earnings equal 
to only a small fraction of a 
reasonable level. They do make 
exceptions such as in the case of 
equipment loans and hold a few 
of the more favorably situated 
equities. 

Until such time therefore as 
a proper presentation of the situa- 
tion is made to Congress, and the 
latter enacts legislation designed 
to assure investors that they will 
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be given every opportunity to 
conduct the business as it should 


be, railroad securities should 
prove quite volatile mar- 
ketwise, following the ebb and 


flow of earnings and consolidation 
progress. 


Respectfully submitted, 


RAILROAD SECURITIES 
COMMITTEE 
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Report of IBA Governmental 
Securities Committee 


George B. Kneass, Senior Vice-President of the 
Philadelphia National Bank, was Chairman of the 
Governmental Securities Committee, whose Report 


is reproduced herewith. 


The Governmental Securities 
Committee is happy to report that 
the new Administration of the 
Treasury Department has honored 
us with invi- 
tations to con- 
fer with them 
from time to 
tore on a va- 
riety of mat- 
ters with ei- 
ther the full 
committee or 
a sub-commit- 
tee in attend- 
ance. 

The new 
Treasury 
“team” of Sec- 
retary Dillon 
and Under 
Secretary for 
Monetary Affairs, Roosa and his 
competent staff has adopted a 
broad and constructive approach 
to the changing needs of the na- 
tion in financing increasing ex- 
penditures in accordance with Ad- 
ministration commitments. It has 
been aggressive in its efforts to 
utilize every opportunity to im- 
prove the debt structure or at 
least preserve the average life of 
the marketable debt against the 
relentless passage of time—by the 
medium of the advance refunding 
mechanism and through the terms 
of its regular refunding opera- 
tions. 


The report of the previous year 
stated, “Our unfavorable balance 
of payments has added a brand 
new problem to overall debt man- 
agement and monetary policy”’— 
the year as a whole has borne this 
out and it has been a factor in 
debt management decisions. We 
believe the international flow of 
funds, in addition to imbalances 
in payments abroad, can well be 
the product of the competitiveness 
of our rates on short Treasury 
obligations together with domes- 


George B. Kneass 
' 





tic and international thinking as 
to our fiscal responsibility. This 
increasing sensitivity must be a 
factor in debt management deci- 
sions. 


In the face of a gradual rise in 
industrial activity, the Treasury 
has generally experienced a fa- 
vorable background for its poli- 
cies. There has been no change in 
the Federal Reserve discount rate. 
The activities of the Federal Re- 
serve Open Market Committee 
have kept free reserves at an ap- 
propriately stable level since 
April. All in all, these factors 
have provided an encouraging at- 
mosphere for the most part for the 
achievement of the Treasury’s 
objectives. 


New Open Market Committee 
Policy 


The adoption in February by 
the Federal Reserve Open Market 
Committee of a policy broadening 
the maturity area of Treasury se- 
curities eligible for its operations 
in the market, to include notes 
and even the longer bonds, was 
received with mixed reactions. 
Some feared that such a policy 
could, under any but the most ex- 
pert administration, be subject to 
abuses and possibly lead to the 
type of market support which 
could bring about rigidities in 
certain parts of the rate structure 
with harmful results. 


It was thought by others that 
the abandonment of the “bills 
only” policy was done to prevent 
the short rate from declining to 
a degree that its relationship with 
competing rates abroad might tend 
to place renewed pressure on the 
dollar. The shift, at that time, by 
the Federal Reserve Open Market 
Committee to the purchase of 
longer securities with emphasis 
on the one-to-five-year area and, 
to some degree, on the five-to-ten- 
year category may have prevented 
this circumstance. 


| Underwriters, 
| Distributors, 


Dealers in 






It was naturally popular to try 
to interpret other goals or subtle 
influences in the moves attributed 
to the Open Market Committee’s 
activities since February. How- 
ever, those responsible for the 
execution of the revised policies 
continued to appear to have as 
their objectives the unobtrusive 
assistance to the flow of funds 
into appropriate domestic market 
areas. There is ample evidence 
that the record volume of private 
financing during the first nine 
months of 1961 was facilitated by 
these operations. Also, the ab- 
sorption of the over one year 
area securities liquidated by the 
banking system in their port- 
folio shortening efforts last spring 
was probably eased by these new 
policies. There is little actual 
reason to be persuaded that Open 
Market operations were directed 
to arbitrary alteration of any par- 
ticular pattern in the rate struc- 
ture other than that of the bill 
area. 

As you are well aware, domestic 
and foreign developments have 
caused several revisions in the 
budget picture for the fiscal year 
ending June 30, 1962. The financ- 
ing in July and August followed 
a relatively unobtrusive exchange 
refunding pattern and securities 
sold for cash and cash refunding 
while increased in volume, had no 
real depressive impact on the 
market. The larger cash require- 
ments as they developed, brought 
the total needed in the July- 
December period to better than 11 
billion dollars, of which nearly 7 
billion represented the cash budg- 
et deficit, one and a half billion, 
the retirement of the September 
Tax Anticipation Bills, and the re- 
mainder attrition on exchange re- 
funding operations and Trust Ac- 
count requirements. The most re- 
cent financing, the exchange re- 
funding of the large $6.9 billion 
Nov. 15 maturity, provided some 
debt extension. The average ma- 
turity of the marketable debt as 
of that date was close to 4 years, 
814 months, so by the calendar 


yearend it should be close to the 
4 year, 7 month figures of Jan. 
1, 1961. 
Active Year for Treasury 
Financing 
The new Treasury Administra- 
tion, as evidences of its dedication 
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to constructive debt management, 
offered to its security holders two 
advance refunding operations this 
year. The first one in the middle 
part of March, which we speak of 
as a “junior leap frog,” offered 
owners of two issues carrying 
244% interest, maturing in 1962, 
and two issues carrying higher 
rates maturing in 1963, the priv- 
ilege of extending into bonds due 
in November 1966 and 1967. 
Holders of over $6 billion securi- 
ties accepted this exchange. In 
the middle of September, owners 


of the 24%% bonds maturing in 
1970 and 1971 were offered a 


“senior leap frog” advance re- 
funding with a choice of 34%% 
bonds due in either 1980, 1990 and 
1998 with appropriate price ad- 
justments. This privilege was ac- 
cepted by about 50% of the hold- 
ers and totaled $3% billion par 
value. 

This has been an active year— 
the Treasury has arranged 16 
major debt operations outside of 
the Treasury bill rollovers. These 
financings totalled $65 billion, of 
which $23.5 billion had a life of 
over eighteen months. There were 
also twelve increases in the bill 
issues. The banking system and 
the so-called “other investors,” in- 
cluding private industry and for- 
eign interests, added significantly 
to their holdings of Treasury ob- 
ligations, particularly in the short 
area. 

Sales of E and H Savings Bonds 
have been at an encouraging rate, 
but maturities of older issues no 
longer offered for sale are becom- 
ing sizable. Nearly $1 billion of 
series F and G bonds mature next 
year. The Treasury, following its 
practice of the past few years, has 


recently announced an offering to 
exchange these for a marketable 
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bond—the 3%s due in 1968. Your 
committee has consistently urged 
the transfer of ownership of this 
class of restricted bond into mar- 
ketable obligations. It is unlikely 
that this extension into this issue 
will have any noticeable price 
impact. 

The recent projections of budg- 
etary requirements reveal that 
the January-June period will bal- 
ance overall as far as receipts and 
expenditures are concerned. Ma- 
turities during this six months, ex- 
cluding 3 and 6 months bill roll- 
overs amount to about $35 billion, 
of which $26 billion is held outside 
the Federal Reserve Banks. It 
would appear to be a busy half- 
year in Treasury finance and will 
require a favorable atmosphere to 
create attractive securities for 
cash refunding or exchange re- 
funding and, at that same time, 
pursue a furthering of the debt 
extension program, which, under 
most circumstances, appears so 
important and desirable. 


Urges New Debt Ceiling Policy 


The Treasury’s debt is currently 
nearly $297 billion, just under the 
legal limit of $298 billion. Such 
an absolutely inflexible legal 
limit can prevent the Treasury 
from using several practical debt 
management tools for the refund- 
ing of approaching maturities. It 
is suggested that legislation next 
year provide for a temporary es- 
calator clause which would per- 
mit the debt ceiling to be ex- 
ceeded for two week periods only, 
and then solely for accommodat- 
ing the refinancing of maturing 
debt. 


The Treasury’s task will not be 
an easy one in the next six 
months. It would appear that our 
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Governmental Securities Committee, Breakfast Meeting—George B. Kneass, Philadelphia National Bank, 
Philadelphia, Chairman 
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bill rates are becoming more com- 
petitive with similar investments 
abroad, particularly when for- 
eign exchange is hedged against 
adverse fluctuation and deducted 
from gross interest. Nevertheless, 


the Treasury must sell, in the 
market place, a variety of secu- 
rities in substantial volume. These 
must be attractively tailored to 
meet the requirements of the in- 
vestor classes and also allow the 
Treasury to continue to pursue its 
effective policies of debt man- 
agement. The members of your 
committee are instrumental in 
supporting these Treasury opera- 


tions, either through the dissem- 
ination of information to custom- 
ers or, just as importantly, the 
underwriting, either by direct 
purchase or by making ample 


credit available to the dealer 
group. Your committee has en- 
joyed the trust and confidence 
placed in them collectively and 
individually by Treasury officials 
Respectfully submitted, 


GOVERNMENT SECURITIES 
COMMITTEE 
George B. Kneas, Chairman 
The Philadelphia National Bank 
Philadelphia, Pa. 
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IBA Institute’s 
Contest Winners 


HOLLYWOOD, Fla—John M. 
McCarthy of Lord, Abbett & Co., 
New York, was named the winner 
of the 1961 All-Institute Essay 





John M. McCarthy Nelson S. Talbott 


Competition sponsored by the 
Investment Bankers Association 
as part of its annual Institute of 
Investment Banking, announced 
Robert Mason, Chairman of the 
IBA Education Committee. Mr. 
McCarthy received a $500 Award 
at the 50th Annual Convention 
and briefly addressed the dele- 
gates on the subject of his paper: 
“Small Business Investment Com- 
panies—Investment Opportunities 
and Pitfalls.” 

Nelson S. Talbott, Partner of 
Prescott & Co. in Cleveland, as 
winner of the Second-year Class 
Essay Competition, received a 
$250 award and briefly addressed 
the delegates on the subject of his 
paper: “Investment Policy for the 
Securities Investor Interested in 
Real Estate.” 

The Institute of Investment 
Banking is a three-year ad- 
vanced development program 
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sponsored by the Association for 
partners, officers, and other ex- 
perienced personnel from IBA 


member firms. Registrants meet 
for a week each spring at the 
Wharton School of Finance and 
Commerce on the University of 
Pennsylvania Campus in Philadel- 
phia. 

Mr. McCarthy is a senior secu- 
rity analyst with Lord, Abbett & 
Co., investment manager for two 
open-end investment companies 
(Affiliated Fund, Inc. and Ameri- 
can Business Shares, Inc.). Prior 
to his present association, Mr. Mc- 
Carthy served nine years as a 
member and an officer in the in- 
vestment research department of 
the trust affiliate of a large New 
York City bank. He holds an A.B. 
degree from St. Francis College, 
New York, where he majored in 
economics, and an M.B.A., degree 
from New York University. 

Mr. Talbott is a general partner 
of Prescott & Co. and specializes 
in the areas of corporate finance, 
corporate mergers and acquisi- 
tions, and initiation of new un- 
derwritings. A graduate of Yale’s 
Sheffield Scientific School with a 
B.S. in Industrial Administration 
and Engineering, he became asso- 
ciated with Prescott & Co. in 1958 
and was elected to general part- 
nership in 1960. He is also a di- 
rector and chairman of the fi- 
nance committee of The Talbott 
Corporation and a director of 
The Huffman Manufacturing 
Company, both of Dayton. Mr. 
Talbott serves as a trustee of the 
Cleveland Council on World Af- 
fairs and is a member of the 


Board of Advisors of the Cleve- 
land Institute of Art. He directed 
the 1961 Heart Fund Drive for 
the Cleveland Area Heart Society. 
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IBA 


Research Committee 


Ralph F. Leach, Vice-President and Treasurer of 
the Morgan Guaranty Trust Co., New York City, in 
his position as Chairman of the Research Commit- 
tee, informed the Convention of the study of the 
investment banking business now in progress via 
a grant of $150,000 by the IBA to the Wharton 
School of Finance and Commerce of the University 
of Pennsylvania. Text of the Committee’s Report 


is as follows: 


At our Spring meeting this year it 
was announced that the Wharton 
School had been selected to con- 
duct a three-year study of the 
new issue 
market and 
that a contract 
with them 
covering this 
period had 
been signed. 
It was also 
indicated at 
that time that 
we were then 
com pleting 
the process of 
cefining the 


scope of this 
study. h 
We have Ralph F. Leach 


since that 

meeting agreed on the coverage 
which can be obtained in the time 
and with tre money available. 
This study will embrace a com- 
prehensive examination of 
sources of funds of both U. S. cor- 
porations and of state and local 
governments. It will examine the 
role of the investment banker, the 
growth of the investment bank- 


ing industry, and its history in- 
cluding the changes in its organ- 
izational structure. 

With the exception of the U. S. 
Government security market 
(which has been studied recently 
elsewhere) the study will ex- 
amine closely the major sectors 
of the new issue market, includ- 
ing corporate, municipal and 
foreign securities. The study will 
investigate the relative impor- 
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tance of each type of security 
activity, including activity in 
outstanding issues, for different 
types of firms as well as for the 
industry as a whole; review the 
characteristics of new issue trans- 
actions including the nature of 
the customers and the size and 
price structure of the transactions; 
consider the interrelationships of 
manager, underwriting groups, 
selling groups, and issuer and the 
Gisposition of unsold securities, 
etc. The study will also cover 
the economic structure and per- 
sonnel of the investment banking 
industry, its financial character- 
istics, and methods of financing, 
all with historical perspective. 
The balance of this year has 
been cevoted to the preparation 
of questionnaires which will 
shortly be sent to all IBA mem- 
bers and to a cross-section of 
non-members. The committee has 
spent a great deal of time with 
representatives from the Wharton 
School in simplifying the ques- 
tionnaires and in making certain 
that there will be a minimum of 
difficulties presented in assem- 


bling the data required. 


Questionnaires Being Mailed 

The questionnaires are cur- 
rently being sent out and data 
will be collected for the period 
January through March of 1962. 
Included in the process of prep- 
aration was a thorough pre-test 
of the questionnaries with both 
bank and non-bank firms. In pre- 
testing it was found that while 
cooperating firms sometimes had 


difficulty in isolating certain data 
after the fact, the difficulties 
were not likely to occur if prep- 
arations for filling out the 
questionnaires were made in ad- 
vance. It is hoped that the desig- 
nated person in each firm will be 
thoroughly familiar with the 
material required prior to the end 
of December and that he will be 
able to set up the books of his 
firm in such a way as to provide 
the data with a minimum amount 
of disruption to the normal work 
process. 

I would like to stress to all 
members that this very important 
project will be no better than the 
statistical response which we will 
obtain from all of you. I ask 
therefore that each of you take 
the responsibility to stress co- 
operation within your own firm 
and to other firms in your area. 
We will be working through 
regional groups to elicit as close 
to a 100% response to these ques- 
tionnaires as possible. 

Following the collection of data 
in the first quarter of 1962 the all 
important third phase of the pro- 
gram, evaluation and analysis, 
will be under way by mid-1962. 
At this time we expect to call on 
some of the leaders in various 
fields to assist in interpreting 
some of the basic material. Fol- 
lowing that a series of studies 
growing out of this project will be 
published. It is our expectation 
that the first of such studies will 
be available by this time next 
year. 

I think it would be well to point 
out how fortunate we were in 
starting this project well over a 
year ago. Having thus accepted 
the challenge to study our own in- 
dustry well in advance of the re- 
cent interest shown by Congress 
in the securities business means 
that we will have prepared for the 
collection of some very basic ma- 
terial at a time when external 
pressures were at a minimum. Mr. 
Cary may have some comments on 
the proposed SEC study but I 
think it would be pertinent for 
us to say a little bit more about 
the possible relationship of our 
study to that which was author- 
ized under Joint Resolution 438. 
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Varying Scopes 

The two studies are fundamen- 
tally different in scope, orientation 
and objectives but will inevitably 
deal with some of the same basic 
data. The Wharton study will be a 
comprehensive examination of the 
investment banking business with 
a primary emphasis upon the new 
issue markets. The SEC study 
will apparently concentrate on 
investor safeguards with an em- 
phasis upon trading on both or- 
ganized exchanges and over-the- 
counter markets. Activities on the 
organized exchanges will not re- 
ceive any detailed examination by 
the Wharton group although the 
economic magnitudes of exchange 
activities will be included in order 
to provide a comprehensive pic- 
ture of the economic services pro- 
vided by the investment banking 
community. 

The SEC study which is just 
beginning and is to be completed 
in about a year will undoubtedly 
deal at length with the special 


problems of regulation and super- 
vision of the market for the sake 
of the individual investor. To 
some extent it is likely to be a 
legally oriented report focusing 
on individual aberrations. Of 
necessity it will probably have to 
concentrate upon limited areas 
and fringe operators that may re- 
quire special treatment. The basic 
objective of the IBA-Wharton 
School Study on the other hand 
is to provide a broad background 
of information and analysis on the 
industry as a whole, studying and 
assessing the entire role played 
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by investment banking in our 
economy. 

In effect the Wharton study and 
the SEC study will undoubtedly 
cover some of the same material 
in the new issue markets and to 
this extent there could be some 
duplication of data collection. It 
is hoped that this well be kept 
to a minimum. On the other hand 
the differences in approach and 
emphasis should also contribute 
materially to the final body of 
data that will be available on our 
industry. To this extent the end 
result may be a more useful, ef- 
fective, valid and meaningful end 


product from both projects. 
Respectfully submitted, 


Ralph F. Leach, Chairman 
Morgan Guaranty Trust 
New York, N. Y. 


William M. Adams 
Braun, Bosworth and Company 
Detroit, Mich. 


Amyas Ames 
Kidder, Peabody and Company 
New York, N. Y. 


W. Yost Fulton 
Fulton, Reid and Company 
Cleveland, Ohio 

Murray Hanson 
Investment Bankers Association 
Washington, D. C. 


George A. Newton, 
President of IBA 
G. H. Walker and Company 
St. Louis, Mo. 


Thomas M. Johnson (Ex-officio) 
Vice-President of IBA 
The Johnson, Lane, Space Cor- 
poration, Savannah, Ga. 


Co. 


(Ex-officio) 
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Report of IBA Nuclear 


























































































Dr. Paul F. Genachte, Vice-President, Atomic 
Energy, Chase Manhattan Bank, New York City, 
again was Chairman of the Nuclear Industry Com- 
mittee and, in that capacity, presented the follow- 
ing Report to the Convention. 


little more 
than seven 
years ago. 
Since that 
time, when 
the govern- 
ment mo- 
nopoly was 
broken and 
private in- 
dustry and 
capital en- 
tered the 
field, atomic 
energy in its 
peaceful ap- 
plications has 
made enor- 
mous strides. 


clear Breakthrough Apparent 
By 1965 


the point at which decisions to this cost is still competitive. 
build large nuclear plants can be 
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Industry Committee 


The present Atomic Energy Act announced its decision to build 
was enacted in August, 1954, a a 325,000 kilowatt General Elec- 
tric boiling water reactor plant 

ail 4) at Bodega Bay, 50 miles north of 
=s San Francisco. Plans call for the 

start of construction in 1962 and 
for a completed plant by 1965. 
Estimates of the cost of electric 
energy generated at the bus-bars 
are 5.6 mills per kilowatt-hour 
with the first core and 5.3 mills 
with the second core. These costs 
are fully competitive with the 
cost of conventional power that 
could be produced at the same 
site. There will be no subsidy or 
financial contribution from the 
: S government or from any other 

Dr. Paul F. Genachte source. The utility company has 
been unwilling to release a break- 
down of its costs, but we can sur- 
mise that the fixed charges (gross 
Power Reactors: Economic Nu- rate of return plus depreciation) 
must be on the order of 12 to 15% 
and the load factor, 85 to 90%. 
Today, atomic energy is not yet The AEC has estimated the cost 
competitive. The main goal has at 6.7 rather than 5.6 mills per 
been to reduce nuclear costs to kilowatthour, Be that as it may, 


à We can now look forward to 
made on economic grounds alone. 1965 when we will have at least 
After 16 months of study, Pa- one large nuclear plant which 
cific Gas & Electric Company Of will be competitive. This is in- 


San Francisco apparently reached deed an important breakthrough. 
that goal. Toward the middle of The Bodega site may ultimately 
this year, Pacific Gas & Electric take five units of the above size. 
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Southern California Edison has 
been joined by San Diego Gas & 
Electric, in plans for the con- 
struction of a 375,000 kw West- 
inghouse closed-cycle reactor at 
Camp Pendleton on land belong- 
ing to the United States Marine 
Corps. Joint usage of the plant 
provides for 80% of the cost to 
be borne by Southern California 
Edison. This company would also 
take 80% of the plant’s produc- 
tion. The target date for this 
plant, which is also fully com- 
petitive and again without sub- 
sidy, is 1965. 

Yankee Electric Atomic, which 
began full power production at a 
level of about 135,000 kw last 
January, is now thinking of em- 
barking on another plant with 
a capacity of 250,000 to 300,000 
kw in about a year. This decision 
evidently results from the suc- 
cessful operation of the first 
plant. The new plant would go on 
the line in 1966. The Yankee re- 
actor has performed beyond ex- 
pectations, both technically and 
economically. Costs are estimated 
to be 9 to 10 mills per kilowatt- 
hour or just about competitive in 
this geographical area. A second 
core, in due time, should bring 
the costs down to the point at 
which the plant will be fully 
competitive. 


Late this year or early next 
year, the large Consolidated Edi- 
son plant will come into opera- 
tion with an installed capacity of 
255,000 kw. The company is al- 
ready considering a second re- 
actor at Indian Point, near Peeks- 
kill, New York. 


In 1962, the fast breeder reactor 
of the Power Reactor Develop- 
ment Company (Detroit Edison 
and associated companies) should 
be operational with a capacity of 
about 100,000 kw. 

In 1963, Philadelphia Electric 
Company will complete a 40,000 
kw closed-cycle, gas-cooled plant. 
Northern States Power Company 
and the Carolinas - Virginia Nu- 
clear Power Associates will com- 
plete nuclear power plants with 
capacities of 62,000 and 17,000 kw, 
respectively, in 1962. 


Jersey Central Power & Light, 
a subsidiary of General Public 
Utilities, is studying a possible 
400,000 kw plant. And the list of 
plants built, under construction, 
or planned goes on. There has 
truly been excellent progress this 
year, at an even faster and more 
significant rate than before. 

The importance of one fact 
cannot be overstressed. We defi- 
nitely have a more diversified pro- 
gram of reactor development than 
any other nation as exemplified 
by the boiling water reactor, the 
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ressurized water reactor, the fast 

prender reactor, the sodium- 
graphite reactor, the organic- 
moderated reactor, the gas-cooled 
reactor and their variations. 
Manufacturing companies such as 
General Electric, Westinghouse, 
Allis Chalmers, Babcock & Wil- 
cox, North American Aviation, 
General Dynamics, Martin, Com- 
bustion Engineering, and some of 
our most prominent consultant 
firms as Stone & Webster, Bechtel 
and Ebasco Services are engaged 
in this global effort. 

With such a program, we should 
have approximately 1.5 to 2 mil- 
lion kilowatts of nuclear capacity 
by 1965 or about 1% of the total 
installed capacity of utilities at 
that time, since in 1965 the total 
installed capacity should be at 
least 200 million kilowatts. This 
is a very good start. 


Reduction in Nuclear Fuel Base 
Charges 


On July 1 of this year, the base 
charges for uranium were re- 
duced by the Atomic Energy 
Commission by about 20% for 
highly enriched uranium, 34% for 
uranium containing 1% of ura- 
nium-235, and by aimost 40% for 
natural uranium. The reduction 
in these base charges was made 
possible by decreased costs in- 
curred in the production of nat- 
ural uranium. These new charges 
are based on a price of $8 per 
pound of natural uranium oxide, 
which is the price established by 
the AEC under its domestic pur- 
chase program for the period 
from April 1, 1962 to Dec. 31, 1966. 


Simultaneously, however, the 
charge rate on the inventory of 
uranium in a reactor was in- 
creased from the previous 4% to 
434%. The theory behind this in- 
crease, in the words of the AEC, 
was that the new rate took ac- 
count of increases in the cost of 
money to the U. S. Government 
since the rate was first established 
in 1954. 


The combined effect of these 
measures has been to reduce the 
nuclear fuel cost from .3 to .6 
mills per kilowatthour on the 
basis of present burn-ups. This 
was a significant step in the right 
direction. A company recently 
published the results of studies 
of plutonium in so-called “near 
thermal reactors.” It does appear 
that unusually high burn-ups are 
possible, which would cut the 
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cost of the nuclear fuel by alm: 
50%. Even with the present ; 
actor technology and the exist 
limitations in heat fluxes, i 
portant fuel savings could 
achieved. This approach is bei 
investigated. 

These new developments ha 
convinced your Committee that 
will be possible to have nucle 
power plants that will be ful 
competitive with convention 
power in several areas of t 
United States by 1965. 


Ownership of Nuclear Fuels 


Last May, at the time the AF 
disclosed its price reductions fi 
enriched uranium, it also ind 
cated its intention to advoca 
that the 1954 Atomic Energy A: 
be amended to permit privat 
ownership of enriched uraniun 
Changing the present leasii 
policy to outright sale woul 
mean that the current 434% usi 
charge would jump to about 9 
to 12% (gross rate of return) fo) 
private utilities carrying thei; 
own inventories. The net effect 
of such a change would be an 
increase in the cost of nuclea: 
power of about one mill per kilo- 
watthour more or less. 


The first reaction of utilities 
was favorable to the idea of pri- 
vate ownership of atomic fuels. 
However, the immediate switch- 
over to private ownership would 
act as a brake on the growth of 
atomic energy. Therefore, the 
AEC now believes that there will 
have to be a transition period of 
perhaps 10 years or more. Over 
such a period, it is certain that 
the higher cost of atomic energy 
resulting from private financing 
of fuel inventories would be more 
than offset by other cost reduc- 
tions resulting from improved re- 
actor technology and future re- 
ductions in the cost of uranium 
oxide. Congress has been very 
security conscious and there is 
no telling when it may agree to 
modify the Atomic Energy Act. 
There may be a prolonged legis- 
lative battle, which could last 
several years. Some of the tran- 
sition measures suggested by the 
AEC include: the continued leas- 
ing until a predetermined date of 
purchase; purchase at an early 
date with payment in instalments; 
purchaze at an early date with 
deferment of payment; purchase 
through bonds or bank loans 
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Report of IBA Oil, Natural 
Gas Securities Committee 


L. Emery Katzenbach, Il, partner White, Weld & 
Co., New York City, and Chairman of the Oil and 
Natural Gus Securities Committee, submitted the 
following Report to the Convention: 


Trends in the Domestic 
Petroleum Industry 


Oil industry earnings, as meas- 
ured ky the 32 oil compə2nies tab- 
ulaiei by the Chase Manhattan 
Bank annually, recorded a fur- 
ther increase 
in earnings 
in 1960 to $2.9 
billion, a 
slight gain 
over the $2.7 
billion re- 
ported in 1959 
and $2.5 bil- 
lion in 1958. 
By compari- 
son, 1956 was 
the best year 
in history, 
when $3.0 bil- 
lion was re- 
ported by 
these com- 
panies. Earnings in 1960 afforded 
a 10.0% return on net assets (pre- 
ferred and common stocks plus 
surplus), and was the second con- 
secutive year to record an im- 
provement over the 9.5% rate of 
return in 1958, the lowest in more 
than a decade. 

The rate of return as computed 
above is a composite of domestic 
and foreign earnings. As indi- 
cated below, return on domestic 
investment declined from 1955 
through 1958 and increased mod- 
estly thereafter. Return on for- 
declined 





L. E. Katzenbach, IHI 


eign investment has 
since 1955. 
Return on Investment 
Domestic Foreign 
1955........ 102% 30.2% 
DE 7.2 17.3 
| a_i 8.8 13.8 


Capital expenditures continued 
to decline in 1960. The accom- 
panying table reveals a decline 
from peak spending of $5,453,000,- 
000 in 1957 (reflecting heavy con- 
cession purchases in Venezuela) 
to a low of $4,241,000,000 in 1960. 

The largest percentage decrease 
in spending has occurred abroad 
although over the five-year pe- 
riod the decline in domestic ex- 
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penditures has been somewhat 
greater in dollar volume. Lower 
refinery expenditures have been 
partly offset by rising outlays 
for petrochemical facilities. Well 
drilling activity declined from 
58,160 wells in 1956 to a subse- 
quent low of 46,751 wells in 1960. 
Total wells drilled in 1961 may 
somewhat exceed the 1960 level 
but in view of the continued do- 
mestic surplus of crude oil, no 
significant improvement over the 
1960 level is anticipated for the 
next two years at least. Although 
plans have been announced by 
three of the major oil companies 
to construct major refineries in 
the next few years, no construc- 
tion dates have been announced. 
There will be virtually no in- 
crease in total refining capacity 
this year, nor is any measurable 
amount anticipated in the next 
few years again reflecting the 
ample unused capacity in this 
activity. 


Record Earnings Forecast 


The downward trend in capital 
spending combined with a mod- 
erately rising trend in current 
cash earning power has further 
strengthened the already strong 
financial structure of the petro- 
leum industry. Cash earnings in 
1960 as computed by the Chase 
Manhattan Bank amounted to 
$6.17 billion as compared to $5.88 
billion in 1959. The best year in 
history was 1957 when $6.32 bil- 
lion were reported as cash earn- 
ings. Therefore, the petroleum 
industry in 1960 came close to 
equalling its most profitable year. 
It is probable that a new record 
will be established in 1961 or 
1962. 


The year 1960 saw a new high 
in the amount of dividends paid 
out by major oil companies. Div- 
idend payments amounted to 23% 
of cash flow last year compared 
to only 17% as recently as 1956. 
Compared with $1.47 billion dis- 
bursed in 1959, $1.50 billion was 
distributed in 1960. Working cap- 
ital also increased, rising $320 
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million in 1960 compared to $180 
million in 1959. 

Barring a significant change in 
weather patterns, we see a rea- 
sonably good chance that 1961 in- 

ustry earnings will surpass 1960 
and 1962, stimulated by a rising 
economy, May be moderately 
more profitable than 1961. Nev- 
ertheless, the existence of an ex- 
cess of both refining capacity and 
produceability seems to preclude 
asubstantial improvement in 
earnings for several years to 
come. 


We have demonstrated that un- 
der current and foreseen condi- 
tions the demand for capital 
within the industry can be well 
supplied from internal sources. 
Thus, with the exception of oc- 
casional public financing by large 
oil companies to provide funds to 
refinance short- or medium-term 
debt, there is little prospect of in- 
vestment bankers having much 
in the way of oil industry securi- 
ties to sell to the public. Equities 
of small, more speculative oil se- 
curities are even more scarce. 


Financing Prospects 


The most prevalent type of fi- 
nancing undertaken by the oil in- 
dustry this year (and in prospect 
for the next few years) results 
from the purchase of producing 
companies by large integrated 
companies. The largest financing 
of this type in 1961 was the sale 
of Honolulu Oil Corporation’s 
assets to Standard Oil Company 
(Indiana) and Tidewater Oil Com- 
pany. The total amount of capital 
involved amounted to about $360 
million, of which $270 million 
was provided by privately placed 
production payments and about 
$90 million of equity provided by 
the two purchasers. The more re- 
cent proposed sale of Argo Oil 
Corporation’s assets to Atlantic 
Refining Company is expected to 
be financed with over $100 mil- 
lion of production payments with 
the balance provided in cash by 
Atlantic. In the preliminary stage 
is the proposed purchase of Re- 
public Natural Gas Company’s as- 
sets by Socony Mobil Oil Com- 
pany for $150 million plus the as- 
sumption of certain debts by 
Socony. 


Aside from these substantial fi- 
nancial transactions, a large num- 
ber of properties changing hands 
represent much smaller sums and 
involve, in some cases, only a few 
hundred barrels of daily produc- 
tion. A considerable number of 
such transactions are thought to 
involve less than a million dol- 
lars in total value and therefore 
do not come to the attention of 
the investment banking com- 
munity. 

Many producing companies, 
both listed and unlisted, are pos- 
sible candidates for liquidation 
through a sale of assets to a 
larger oil company. Reasons for 
liquidation are numerous. Among 
them are: the inability to increase 
oil and gas reserves at reasonable 
cost; inability to market enough 
incremental oil and gas each year 
to permit an increase in net earn- 
ings; the expense, and in some 
cases, the managerial problem of 
expanding into refining and mar- 
keting to assure an outlet for oil 
production; aging managements 
and failure to develop adequate 
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middle management prepared to 
assume the responsibilities of top 
management; and finally, pres- 
sure from stockholders to liqui- 
date and thereby achieve a value 
for the share far above the high- 
est price at which the shares have 
traded in the public market. 


Minor Role for Investment 
Bankers 

During the 1950’s the petroleum 
industry called upon the services 
of investment bankers to raise 
substantial amounts of outside 
capital to expand facilities and 
meet the rapidly rising demands 
cf the oil consuming public. Un- 
der present day conditions, how- 
ever, oil companies, with few 
exceptions, are generating more 
than sufficient cash flow to han- 
dle capital expenditure programs. 
As a consequence the role of the 
investment banker as a merchan- 
diser of oil securities is now a 
relatively minor one and is likely 
to remain so for several years to 
come until demand catches up 
with capacity. 

In the meantime, we are likely 
to witness a number of additional 
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acquisitions and mergers, and 
while such transactions may re- 
quire a substantial amount of 
capital, the bulk can be borrowed 
by institutions in the form of pro- 
duction payments; the remaining 
equity requirements can usually 
be financed from excess cash on 
hand. 

Stockholders of oil equities 
may, in general, look forward to 
rising dividend income as cash 
generation continues to exceed 
internal needs. Opportunities for 
capital gains may be found in 
companies which are to be liqui- 
dated at a price in excess of the 
current market; in those which 
are adding to their base of earn- 


ings through increased produc- 
tion; and in those exposed to a 
prospective upturn in refining 
margins. 
Natural Gas 
Another year has gone by with- 
out any significant clarification of 
the many regulatory problems 
confronting the natural gas indus- 
try. The main problems, of 
course, are regulation fo producer 
Continued on page 105 


Capital Spending by Oil Industry 
(Millions of Dollars) 














United States: 1960 1959 1958 1957 1956 
Production ____---__--_-- $2,131 $2,113 $1,873 $2,294 $2,297 
Refining /Chemicals __-_-_- 439 362 536 792 713 
E a eCiachibhicihtioeneniaste g 606 562 564 690 614 

n B O $3,176 $3,037 $2,973 $3,776 $3,624 

E araa aa 1,065 1,229 1,383 1,677 1,364 

E ia A eee 7 $4,241 $4,266 $4,356 $5,453 $4,988 


SOURCE: The Chase Manhattan Bank, 
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Report of IBA State 


Legislation Committee 


Robert A. Podesta, Partner, Cruttenden, Podesta & 
Co., Chicago, as Chairman of the State Legislation 
Committee, presented the following Report to the 


Convention. 


Robert A. Podesta 


The amount of activity in state 
legislation affecting the securities 
industry this year is indicated in 
the fact that there were amend- 
ments to the securities acts in the 
following 23 states: 


Alaska New Mexico 
Arkansas New York 
Colorado North Dakota 
Connecticut Oklahoma 
Florida Oregon 
Georgia South Dakota 
Indiana South Carolina 
Kansas Tennessee 
Maine Utah 
Michigan Washington 
Missouri Wisconsin 
Montana à 
Amendments to State Securities 
Acts 


The amendments to the securi- 
ties acts in the 23 states listed 
above are summarized in APPEN- 
DIX A. These amendments in- 
cluded complete new securities 
acts in the following four states, 
all based on the Uniform State 
Securities Act with modifications: 
Colorado Montana 
Indiana South Carolina 

The new acts in these four states 
include provisions for: (a) the 
manual exemption for sales by 
registered dealers in the secondary 
market; (b) registration by noti- 
fication for securities meeting 
specified requirements; and (c) 
registration by coordination for 
securities which are also regis- 
tered under the Federal Securities 
Act of 1933. 

There has been frequent criti- 
cism of the provisions in a few 
state securities acts authorizing 
the commissioner to deny regis- 


tration of securities if he finds 
that the issue would not be “fair, 
just or equitable,” because such a 
provision establishes no real stat- 
utory standard and simply permits 
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the commissioner to deny regis- 
tration of any issue that he per- 
sonally dislikes. The old acts in 
Indiana and Montana included 
“fair, just and equitable” provi- 
sions; but those provisions are 
eliminated by the new acts. 


A bill to provide a complete 
new securities act embodying the 
Uniform Act failed to pass in Wy- 
oming. 

In California, a bill to provide 
the Uniform Act with some modi- 
fications failed to pass, although 
it was endorsed by the California 
Corporation Commissioner, the 
California Bar Association and the 
IBA. The work toward adoption 
of the Uniform Act in California 
has been a major project, which 
would have made many desirable 
improvements in the California 
securities law. Great commenda- 
tion is due all of those who have 
worked on this project. 


Deplores Arkansas Yardsticks 


An adverse development is the 
adoption in amendments to the 
Arkansas Securities Act of pro- 
visions that, before any security 
may be issued as an exempted se- 
curity under six specified classes 
of exempt securities and before 
any transaction shall be executed 
as an exempt transaction under 
five specified classes of exempt 
transactions (including the ex- 
emption for nonissuer distribution 
of outstanding securities about 
which specified information is 
available in a recognized securi- 
ties manual), a proof of exemp- 
tion must be filed with the Com- 
missioner with payment of a filing 
fee of $10. The proof of exemption 
must contain a statement of the 
grounds upon which exemption is 
claimed and a declaration of which 
exemption is claimed. These filing 
and fee requirements in Arkansas 
have been applied to securities 
and transactions which were 
classed as exempt in the Uniform 
Act after careful consideration. 
This Committee strongly opposes 
such conditions on exemptions be- 
cause they, in effect, require reg- 
istration where there should be 
exemption. 

Maine was added this year to 


the three states (Kentucky, New 
Jersey and Washington) which 
provide for the appointment of a 
State Securities Advisory Com- 
mittee. We believe that such ad- 
visory committees can serve a 
useful purpose in providing prac- 
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tical assistance to administrators 
in effecting sound regulation. 

A noteworthy development oc- 
curred in Maryland, where Gov- 
ernor Tawes appointed a commit- 
tee to consider the desirability of 
adoption of a new securities act. 
The committee has recommended 
adoption of the Uniform State 
Securities Act (with some modi- 
fications), to provide anti-fraud 
provisions, requirements for the 
registration of dealers and agents 
and requirements for the registra- 
tion of nonexempt securities. The 
security registration requirements 
of the act would be designed pri- 
marily to require full disclosure 
to investors and would not pro- 
vide authority for the administra- 
tor to deny registration on the 
basis of the amount of underwrit- 
ing or selling commissions or com- 
pensations. (The present act in- 
cludes anti-fraud provisions and 
requirements for the registration 
of dealers, with an exemption from 
dealer registration for firms which 
are members of a national stock 
exchange registered with the 
SEC.; but it does not require reg- 
istration of securities.) 


Last year this Committee pub- 
lished a “Primer on State Securi- 
ties Regulation.” The Primer was 
used widely as a simple explana- 
tion of state securities regulation. 
The Primer has been revised to 
reflect the important amendments 
to state securities acts this year 
and the revised edition is now 
available on request from the IBA. 


II 


Survey of State Securities 
Registration Problems 


In June of this year IBA Presi- 
dent George Newton in a letter 
to all IBA members requested in- 
formation regarding each issue 
managed since Jan. 1, 1961 which 
was not qualified in certain states 
because of blue sky law require- 
ments. It was hoped that this in- 
formation would be helpful in 
working with state securities ad- 
ministrators on problems encoun- 
tered in registering issues under 
state securities acts. APPENDIX 
B is a summary of some of the 
principal problems reported. In 


many instances we believe that | 
corrective amendments or recon- || 


sideration of administrative prac- 
tice are indicated. 


MI 


Options and Warrants to 
Underwriters 


Issues involving options or war- 
rants to underwriters can be reg- 
istered in all states if specified 
conditions are met in the terms of 
the options or warrants. 


The statement of policy on op- 
tions and warrants adopted by 
the North American Securities 
Administrators in 1946 created a 
general assumption that options 
or warrants would be looked upon 
with great disfavor in connection 


with the application for registra- ‘== 


tion of securities, and the state- 
ment of policy was followed in a 
number of states. Under that pol- 
icy a few administrators refused 
to register any issues involving 
options and warrants and in a few 
states contended that where their 
laws provided percentage limita- 
tions on the amount of underwrit- 
ing commission it would be im- 
possible to determine whether the 
percentage limitation was met un- 
til the options or warrants were 
sold and the profit to the under- 
writer was determined. At the 
Annual Meeting of the N.A.S.A. 
in September, 1959 the adminis- 
trators approved guides in deter- 
mining whether the issuance of 
stock options is justifiable under 
the statement of policy, providing 
that the statement of policy should 
be given a liberal interpretation 
as to options or warrants issued 
to underwriters in connection with 
a public offering if specified con- 
ditions are met. 

At the Annual Meeting of the 
N.A.S.A. this year, three further 
changes in the statement of policy 
were approved: (1) permitting op- 


tions or warrants to be assigned 
to partners of the underwriter 
when the underwriter is a part- 
nership; (2) reducing from 10% 
to 7% the required step-up in ex- 
ercise price each year the option 
or warrant is outstanding, or in 
the alternative an overall step-up 
of 20%, the step-up to commence 
12 months after the grant of the 
option or warrant and to be made 
at the time the option or warrant 
is issued; and (3) to reduce from 
one year to 11 months the period 
in which the option or warrant 
must be nonexercisable. Attached 
as APPENDIX C is the statement 
of policy of the N.A.S.A. on 
options and warrants with the 
changes approved this year. 
Some states do not follow the 


statement of policy on options and 
warrants. Other states follow part 
of it or use it as a general guide. 
Some states follow it strictly. 
This Committee wishes to ex- 
press its appreciation to the mem- 





. Thursday, December 28, 1961 


bers of the Options and Warrant 
Committee of the N.A.S.A. for ai 
fording representatives of the IB 
Committee an opportunity to dis 
cuss the statement of policy wit 
them at meetings during the ye; 
and for their open-minded an 
objective consideration of sugges 
tions regarding the statement í 
policy. 
IV 
Real Estate Investment Trusts 
One of the interesting develop 
ments during the year has bee 
the organization of a number o 
real estate investment trusts. Gen 
erally speaking, the real estat 
investment trust is simply a mean 
by which investors may pool thei 
funds for investment in all kinds 
of real estate—apartments, hotels. 
stores and others. Prior to a change 
in the tax law effective in 196) 
persons who invested in real es- 
Continued on page 123 
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Report of IBA Aviation 
Securities Committee 


Edward J. Morehouse, Vice-President of Harriman 
Ripley & Co., Inc., New York City, as Chairman of 
the Aviation Securities Committee, delivered the 
following Report to the Convention: 


The Aviation Securities Commit- 
tee of the Investment Bankers 
Association hereby submits its re- 
port reviewing pertinent develop- 


ments within 
the aviation 
industry dur- 
ing the past 
year. 

The use of 
the word “in- 
dustry” with 
reference to 
so diverse and 
complex a 
field as that 
of aviation as 
we know it 
today is an 
extreme over- 
simplification. 
The advent of 
the space age has served to widen 
even further the boundaries of an 
already broad area of the nation’s 
economy. 


For the purposes of this report, 
however, we may divide the avia- 
tion field into its two general 
categories of manufacturing and 
transport. 


Edward J. Morehouse 


Aviation manufacturing, which 
in recent years has come to be 
known by the more appropriate 
term, the “aerospace” industry, 
includes the large air frame and 
missile companies, the manufac- 
turers of propulsion systems in- 
cluding jet, piston and rocket 
engines, the small plane manufac- 
turers and a host of other com- 
panies whose products are utilized 
in the manufacture, testing and 
ground handling of air and space 
vehicles. A number of very large 
corporations, which are not pri- 





marily engaged in defense busi- 
ness, also have large stakes in the 
aerospace industry. The number 
of companies participating in the 
manufacturing segment of the 
aviation field has grown tremen- 
dously in recent years. 

The air transport industry is 
comprised of the scheduled car- 
riers, including the domestic trunk 
lines, United States flag carriers 
engaged in international opera- 
tions, local service lines, all cargo- 


. carriers and helicopter lines, plus 


the operations of the non-sched- 
uled and supplemental carriers. 


AEROSPACE 


Net sales of the 12 largest aero- 
space manufacturers during the 
first half of 1961 aggregated about 
$5.5 billion as compared with $5.2 
billion in the same period last 
year. Net income of these com- 
panies totaled $43.5 million in the 
1961 first half, up from only $8.4 
million in the comparable period 
in 1960. Year-to-year compari- 
sons for these companies as a 
group have been greatly distorted 
in 1961 by the marked reduction 
this year in the amount of losses 
sustained by certain of the com- 
mercial transport manufacturers. 
Generally speaking most of the 
major aerospace companies have 
been showing improved earnings 
this year; profit margins on de- 
fense business have continued at 
narrow levels however. A step-up 
in the rate of defense expendi- 
tures during the second half of the 
year, which will offset the some- 


what lower 1961 deliveries of 
commercial transport aircraft, in- 
dicates that the volume of busi- 
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ness done by the aerospace indus- 
try for the full year should be 
slightly ahead of 1960. A moderate 
increase in volume should take 
place in 1962 as the effects of the 
new Administration’s increased 
defense and space budgets are 
more fully reflected. Common 
shares of most of the aerospace 
companies have risen in price this 
year. 

The increased emphasis by the 
new Administration on the lim- 
ited war capabilities of our de- 
fense posture indicates that the 
decline in the relative importance 
of manned aircraft may be slowed, 
at least temporarily. In addition 
to a substantial rise in orders 
placed for various tactical, recon- 
naissance and cargo aircraft by 
the military there have been a 
number of other developments this 
year which should ensure the 
continued prominence of manned 
aircraft in the defense program 
for the foreseeable future. Con- 
tract awards were made earlier 
this year for the development of 
the C-141 aircraft, a large mili- 
tary jet cargo transport from 
which, it is expected, civil ver- 
sions may ultimately evolve. Con- 
tracts were also placed for the 
so-called “tri-service” VTOL 
transport, a tilt wing configura- 
tion designed for vertical take-off 
and landing, which may be the 
forerunner of a whole new family 
of aircraft suitable for both mili- 
tary use and, possibly, for short 
haul purposes in the commercial 
market. Other military programs 
with respect to manned aircraft 
which moved ahead in 1961 in- 
cluded those relating to an ad- 
vanced tactical fighter and a light 
observation helicopter. 


Fate of B-70 Program 


The Pentagon recently an- 
nounced that it would not spend 
funds voted by Congress to en- 
large the present program for the 
supersonic B-70 bomber, a pro- 
gram which is designed to demon- 
strate the technical feasibility of 
the aircraft and related subsys- 
tems rather than to develop a full- 
scale weapon system. It is pos- 
sible that the controversy over 
this and other manned bomber 
programs may be raised again 
when Congress convenes in Janu- 
ary, 1962. 

Whatever the ultimate fate of 
the B-70 program, however, the 
knowledge and experience relat- 
ing to large supersonic aircraft 
gained from this and earlier pro- 
grams will be extremely helpful 
in the proposed development of 
a commercial supersonic trans- 
port. In June of this year a joint 
report was issued by the Depart- 
ment of Defense, the National 
Aeronautics and Space Adminis- 
tration and the Federal Aviation 
Agency, setting forth the conclu- 
sions that have been drawn and 
the principles that have been 
agreed upon in conferences with 
various industry representatives 
in order to provide guidance for 
the development of such an air- 
craft. The report concluded that 
the development of a commercial 
supersonic transport is now tech- 
nically feasible and appears es- 
sential to the maintenance of this 
country’s leadership in commer- 
cial aviation. Our national prestige 
is also at stake in this area. It is 
known that the Soviets are work- 
ing furiously in this field and 
they may succeed in putting a 
supersonic airliner into service 
before the U. S. Whether they 
will develop a true commercial 
vehicle or, as they have done in 
the past, convert one of their 
supersonic military aircraft re- 
mains to be seen. a 

Current industry opinion seems 
to be that it will be well beyond 
1970 before a supersonic jet could 
be introduced into commercial 
service. Four study contracts, two 
to airframe manufacturers and 
two to engine companies, are to 
be let this fall. The fiscal 1962 
budget includes a provision of ap- 
proximately $11,000,000 for the 


supersonic transport project. The 
proposed U.S. configuration would 
be a Mach 3 airplane, with a de- 
signed cruise speed of about 2,000 
miles per hour and a range of ap- 
proximately 3,500 nautical miles. 
Passenger capacity is expected to 
be approximately the same as 
that of the larger models of to- 
day’s subsonic jets. Propulsion 
system will probably be some 
form of a turbofan engine coupled 
with ramjet or other type of 
auxiliary power to give the neces- 
sary thrust for acceleration to 
transonic speeds. 


Most estimates of the Free 
World airline market for a super- 
sonic transport range between 100 
and 200 aircraft. Development 
and production cost estimates for 
a fleet of such aircraft range from 
$2.0 billion for 145 aircraft to 
slightly over $4.0 billion for 220 
aircraft. The unit cost estimates 
of production models range from 
$12.6 million to $20.0 million. The 
wide range of these cost estimates 
reflects the fact that the basic 
assumptions made by the various 
manufacturers were not the same. 


It is clear that the magnitude 
of the program will require sub- 
stantial financial assistance by the 
government. It is equally clear 
that the government will expect 
that as part of the program there 
must be developed a feasible plan 
by which the government may re- 
capture some part of its invest- 
ment. 


Space Program Accelerated 


The pace of our national space 
activities quickened noticeably in 
1961. Two flights by U. S. Astro- 
nauts in May and July and an un- 
manned orbital flight in Septem- 
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Mercury, first phase in this coun- 
try’s efforts toward manned space 
flight. Launch tests began this 
fall on the first stage of the huge 
Saturn rocket, whose eight en- 
gines are designed to produce 1.5 
million pounds of thrust. One of 
the most important space devel- 
opments in 1961 was approval by 
Congress of the Administration’s 
request for an expanded effort in 
the program for a landing on the 
moon by 1970. While there re- 
mains some difference of opinion 
in Congress as to the ultimate 
wisdom of spending so much 
money on this program, neverthe- 
less it now appears likely that the 
nation will expend some $20.0 
billion on a lunar landing project. 
Evidence of possible commercial 
aspects of our space activities be- 
came faintly apparent this year, 
particularly in the area of the 
owes communications satel- 
ites. 


Deliveries of commercial jet 
transports have been at a some- 
what slower pace this year, re- 
flecting delays experienced in the 
Convair 990 program and, for sev- 
eral of the U. S. airlines, com- 
pletion of the initial phases of 
their jet equipment programs. 
Several of the lines have placed 
orders for the short to medium 
range Boeing 727 with deliveries 
expected to commence in 1963- 
1964. A significant development 
this year was the penetration 
made into the domestic market by 
foreign manufacturers of turbine- 
powered aircraft. One of the “Big 
4” U. S. airlines now has in oper- 
ation the French Caravelle and 
another has placed a sizable 
order for this aircraft. Certain of 
the all-cargo carriers now have in 
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Report of IBA Industrial 
Securities Committee 


J. Victor Loewi, President of Loewi & Co., Inc., 
Milwaukee, Wis., presented to the Convention, as 
Chairman of the Industrial Securities Commitee, a 
Report on the WATER TREATMENT INDUSTRY. 


The Committee’s Report, encom- 
passing approximately 70 pages, 
represents what is very likely the 
most exhaustive and detailed 
analysis of the 
water short- 
age problem, 
current and 
prospective, 
confronting 
many parts of 
the United 
States as well 
as abroad. It 
explores every 
facet of this 
vital problem, 
including new 
developments 
in progress, 
particularly in 
the area of sa- 
line water conversion, companies 
actively engaged in the industry, 
the role of the investment banker 
and investment opportunities in 
the area of increasing the supply 
of water for individuals and in- 
dustry. Reproduced herewith are 
some of the highlights. of the 
Report. 


J. Victor Loewi 


INTRODUCTION 


Much has been written and said 
over the air recently about the 
impending water shortage in the 
United States and about steps that 
are being taken to cope with this 
increasingly critical problem. 


Most people, except those resid- 
ing in arid regions, are inclined 
to accept the availability of water 
as unlimited and to take it as 
much for granted as they do the 
inexhaustible supplies of the air 
we breathe. However, this coun- 
try, like other parts of the world, 
is gradually approaching the point 
where the demand for fresh water 
will exceed the supply. If our 
usable water resources remained 
static, consumption would catch 
up in two decades, but pollution 
is rapidly eroding existing sources. 

Much attention is being directed 
to alleviating the impending water 
crisis through research directed 
toward conversion of sea water 
and brackish water. The President 
recently stated that the discovery 
of an inexpensive means of con- 
verting sea water to fresh water 
would constitute the greatest sci- 
entific achievement of the age. At 
the recently adjourned session of 
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Congress (Bill HR-7916) an addi- 
tional $75 million was appropri- 
ated to add to funds already avail- 
able to extend research and 
development work and construc- 
tion of additional pilot plants. 
.Efforts are aiso under way to 
conserve our natural fresh water 
supplies by reuse of waste water, 
treatment of sewage and indus- 
trial waste, avoidance of pollution 
and conservation, control and re- 
plenishment of natural resources. 


Conversion of sea water has 
been successfully achieved for 
many years. During the war our 
military and naval forces, both at 
sea and on remote Pacific islands, 
were supplied with fresh water 
distilled from the sea. The prob- 
lem is to bring down costs to an 
economical level. To further this 
objective, private industry and 
the Government are spending 
many millions on development of 
new methods and approaches and 
improvement of existing proc- 
esses. Much progress has been 
made and in many parts of the 
world, including arid areas of our 
own country, millions of gallons 
of distilled sea water or brackish 
water are being supplied daily for 
industry and human consumption. 


Water treatment and water con- 
version can become a big industry 
in coming years, and many com- 
panies will benefit therefrom. 

The object of this review is to 
put the problem into focus, to out- 
line what is being done to resolve 
it, and to summarize the activities 
in this area of the many corpora- 
tions which are participating in 
various phases of water treatment. 


Scope of the Problem of Water 
Shortage 


“Water, water everywhere, nor 
any drop to drink.” Coleridge’s 
famous lines from The Rime of the 
Ancient Mariner acknowledged an 
accepted fact in his day about 
which nothing could be done. 
Modern science, however, has 
found methods to separate salt and 
other impurities from water and 
to make it potable or otherwise 
useful. At the same time the whole 
field of water resources in this 
country and abroad has been re- 
examined in the light of balloon- 
ing demands and mounting wastes, 
contamination and loss of avail- 
able supplies, and it has been 
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found that prompt steps must be 
taken to avoid alarming future 
shortages. 

That simple chemical compound 
H:O, so essential to life and living 
processes and seemingly so abun- 
dantly available to most people 
actually threatens to become in 
short supply in the form necessary 
for human uses, even apart from 
the numerous arid regions of the 
world. Yet there are limitless 
amounts of water on and under 
the surface of the earth in cither 
nonusable form or not readily ac- 
cessible. The problem then be- 
comes one of providing for ade- 
quate quantities of water in a state 
in which it can be used wherever 
it is needed, to do so on the rising 
scale of accelerating need and at 
a cost that is not prohibitive. 


Two Main Sources 


The two main sources of water 
that can be developed for general 
use are surface and underground. 
Surface supplies came from lakes, 
rivers, reservoirs which are re- 
plenished by rainfall, melting 
snow and underground reserves. 
Under the surface of the earth 
are important sources of water 
found in glacial, alluvial or wind- 
blown deposits of granular mate- 
rials such as sand, gravel and 
sandstone, solution passages, cav- 
erns or fractures of rock, and 
combinations of these consolidated 
and unconsolidated geological for- 
mations which are called aquifers. 
This ground water originates from 
accumulations during geologic 
time. Water is replenished in these 
formations by downward percola- 
tion of rain and other surface 
waters. In some areas the under- 
ground reservoirs are being drawn 
on at a faster rate than the water 
can be replaced resulting in a 
lowering of the natural water 
table. 


Rainfall in the U.S. is estimated 
at 4,300 billion gallons per day 
on average with wide variations 
across the country. Of this total 
perhaps 25% is available as run- 
off into lakes, rivers and aquifers 
and theoretically can be collected 
and put to use. The remainder is 
lost through evaporation, plant 
transpiration and in other ways. 
Not all of this 25% actually can 
be obtained. The U. S. Dept. of 
Commerce has estimated that 515 
billion gallons of water a day is 
all that is available. Of this, we 
are at present using about 323 
billions gallons per day. 


Water Use Compounds 


It is further estimated that by 
1975 requirements will have in- 
creased to 453 billion gallons per 
day and by 1980 to 600 billion 
gallons. By the year 2000 water 
needs may have quadrupled pres- 
ent use. This is based on expected 
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growth in population plus big in- 
creases in usage by industry es- 
pecially, agriculture, and for mu- 
nicipal and domestic purposes. The 
growth in population and total 
water use since 1900 has been as 


follows: 
as Total 


Water Use 

(billion gal. 
Year— Population per day) 
EE a s 76,000,000 40 
T aan 92,000,000 66 
mai 106,000,000 92 
i o a 123,000,000 110 
CO M 132,000,000 135 
| ETEN 150,000,000 204 
teen as 180,000,000 312 


1975 est.. 235,000,000 453 


It can be seen that water usage 
has surged upward at a much 
more rapid rate than population 
growth. Industry has become an 
increasingly heavy user, now ac- 
counting for nearly 50% of the 
total. By 1980 it may require two- 
thirds of all water produced. Ag- 
riculture now consumes about 44% 
of the total and municipal and 
domestic use accounts for the re- 
mainder. 

Industry Demands Rising 


The tremendous demands of in- 
dustry for water are indicated by 
the facts that one ton of news- 
print requires 240,000 gallons, one 
pound of high grade paper 1,000 
gallons, one ton of steel 65,000 
gallons, one ton of synthetic rub- 
ber 660,000 gallons, one ton of 
rayon 200,000 gallons, one gallon 
of alcohol 236 gallons. Over 11,000 
major U. S. firms now use a total 
of 10-20 million gallons daily 
apiece, and the trend is rising 
rapidly. 

The natural fresh water supply 
remains constant. Therefore as 
usage increases shortages will be- 
come widespread and severe. Cer- 
tain areas of the country that have 
been troubled with insufficient 
and deteriorating water supplies 
have already had to resort to spe- 
cial measures to help alleviate 
their pressing problems, but much 
more needs to be done. The re- 
gions of the country suffering 
from lack of water embrace the 
Southwestern and North Central 
sections and the Gulf and Florida 
Coasts. States involved are Okla- 
homa, New Mexico, Arizona, Cali- 
fornia, Utah, Minnesota, Iowa, 
North Dakota, South Dakota, 
Montana and Texas. Water prob- 
lems also exist in some areas along 
the East Coast of the U. S. 


It might be thought that the 
Great Lakes area has unlimited 
fresh water availability. However, 
this is not true because withdraw- 
als are subject to restrictions and 
controls necessary to protect in- 
terests such- as shipping, hydro- 
electric generation and property 
values. Nor can replenishment by 
return of waste water solve the 
difficulty as pollution then enters 
the picture, and this is also regu- 
lated. 

In 1957, 1,000 cities throughout 
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the nation were forced to restrict 
the use of water and 15 out o 
every 100 persons had to curtail 
their normal water consumption 
Residents of Dallas, Texas paid 5( 
cents a gallon for drinking water 
In the 1930’s the U. S. experienced 
a serious drought. Should this 
happen again, it would take place 
at a time when far more people 
are using much more water. 
Congress Acts 


The whole matter of adequate 
water supplies has become in- 
creasingly importunate as we rap- 
idly approach natural availability 
in the rate of use. Recognizing 
this as a national problem, Con- 
gress has taken steps to provide 
additional supplies, and local bod- 
ies have sought to improve the 
situation in their own localities 
in a variety of ways. President 
Kennedy in his special message 
on natural resources stated: “No 
water resources program is of 
greater long-range importance— 
for relief not only of our short- 
ages, but for arid nations the 
world over—than our efforts to 
find an effective and economical 
way to convert water from the 
world’s greatest, cheapest, natural 
resources—the oceans—into water 
fit for consumption in the home 
and industry.” Mr. Kennedy has 
also expressed the conviction that 
obtaining inexpensive fresh water 
by saline conversion would dwarf 
any other scientific accomplish- 
ment as a benefit to mankind. 


In the last analysis the oceans 
are the only unlimited water re- 
source. Fresh water from the sur- 
face of the earth and ground wa- 
ter returns to the oceans. Through 
evaporation the oceans also be- 
come the source of all rainfall. 
They cover nearly three-quarters 
of the surface of the world and 
contain some 330 million cubic 
miles of water. They also hold a 
large amount of dissolved solids— 
enough so that if they were to- 
tally distilled out the residue 
would cover the present land area 
to a depth of 500 feet. Here then 
is an inexhaustible supply of raw 
material for fresh water. 

There are other approaches to 
the water shortage problem. 
Brackish as well as sea water can 
be converted to fresh. Water can 
be conserved and reused. Surface 
and underground supplies can be 
kept pure and recharged. New 
ground water supplies can be 
found. Pollution can be controlled. 
Water can be treated in many 
ways. Sewage can be utilized. 
Rainfall can be modified. We will 
examine all of these avenues and 
discuss companies with activities 
in these various areas. 


Approaches to the Problem 
Expanding the Available Suppiy 


It should be borne in mind that 
all water withdrawn for use by 
industry, agriculture and for do- 
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Report of IBA Federal 
Taxation Committee 


Walter Maynard, Partner in Shearson, Hammill & 
Co., New York City, again headed the Federal 
Taxation Committee. Its Report follows: 


Tax activity this year began on 
April 20 when President Ken- 
nedy sent a Tax Message to Con- 
gress. This message first alluded 
to the problem 
of long-range 
tax reform, 
and said that 
the Secretary 
of the Treas- 
ury was 
directed to 
undertake the 
preparation of 
a tax reform 
program to be 
placed. before 
the session of 
Congress 
which is to 
begin next 
January. The 
message then advanced a number 
of proposals for interim action. 
The Ways and Means Committee 
promptly began hearings, which 
were concluded by the end of 
May. Finally, on Aug. 23, Chair- 
man Wilbur Mills of the Ways 
and Means Committee announced 
on behalf of the Democratic mem- 
bers of the Committee that “The 
heart of the President’s program 
was his proposal to grant a tax 
credit to those American busi- 
nesses which would invest their 
funds for modernization. .. . The 
Committee has worked diligently 
on the Presidents tax recom- 
mendations for four months, and 
now finds that it will be impos- 


sible to conclude its deliberation 
in the few weeks that remain in 
this session. . . . It is hoped that 
the Committee can report to the 
House by early February, 1962.... 
A Committee print of the ‘discus- 
sion’ draft (of the legislation) will 
be made available... . It is stressed 


Walter Maynard 


that this ‘discussion’ draft was 
prepared for the use of the Com- 
mittee on Ways and Means and 
that no part of the draft has been 
approved by the Committee.” 

The “tax incentive for modern- 
ization and expansion,” 
President’s message, frequently 
referred to as the “investment 
credit scheme,” is in effect a cut 
in the corporate income tax rate, 
available to corporations in a 
position to make expenditures for 
new plant and equipment in ex- 
cess of depreciation reserves. This 
proposal is not of primary interest 
to our members, and therefore, 
your Committee did not appear in 
this connection before the Ways 
and Means Committee. Neverthe- 
less, because the proposal is far- 
reaching and, if enacted, would 
have a marked effect on our econ- 
omy, we believe that the member- 
ship should follow its progress 
with attention. 

The investment credit scheme, 
as first proposed by the Adminis- 
tration, provided for a tax credit 
of 15% of all new plant and 
equipment expenditures in excess 
of current depreciation allowances. 
The discussion draft referred to 
above set the amount of the credit 
at 8% of the qualified investment, 
but not more than half of the tax 
liability in excess of $100,000. It 
can be seen that legislation which 
contains the possibility of a 50% 
corporate tax cut is powerful 
medicine indeed! 


Other segments of the Presi- 
dent’s tax message received rough 
treatment in the study draft is- 
sued by the committee. For ex- 
ample, the proposal to eliminate 
tax deferral privileges in de- 
veloped countries was dropped 
completely. This proposal was of 
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interest to those of our members 
who operate foreign affiliates or 
subsidiaries. 


Withholding of Interest and 
Dividends 


The study bill does, however, 
contain a provision for withhold- 
ing of income tax at source on in- 
terest and dividends at a rate of 
16%4%, compared with the 20% 
advocated in the President’s mes- 
sage. Your Committee believes 
that, although the argument for 
some $3 billion of interest and 
dividend income goes unreported 
each year, our Association should 
continue to resist the withhold- 
ing proposal on the ground that 
(a) it would cause many persons 
to pay tax and go through a great 
deal of trouble to obtain a refund 
where, in effect, no tax is due; 
(b) the clerical burden on corpo- 
ration and financial interme- 
diaries would be enormous, and 
(c) steps are already underway 
to install a data processing sys- 
tem which should allow the In- 
ternal Revenue Service to detect 
under-reporting and solve the 
problem without the drastic with- 
holding remedy. 


In connection with (a), the 
study draft provides that refund 
claims may not be filed for 
amounts less than $10. This cre- 
ates an obvious injustice for those 
least able to afford the tax and 
for those just beginning to save; 
moreover it will not encourage 
the practice of thrift. 


Dividend Credit and Exclusion 


Finally, and possibly of most 
significance to your Association, 
is the fact that, although the 
Presidents tax message recom- 
mended repeal of the present 4% 
dividend tax credit and the $50 
exclusion, the study draft of the 
bill omits the repealer. Possibly, 
however, we should not take too 
much satisfaction in this develop- 
ment, because in a speech earlier 
this month Professor Stanley Sur- 
rey, Assistant Secretary of the 
Treasury in charge of tax policy, 
again urged repeal of the divi- 
dend tax credit and exclusion — 
moreover, the “liberal” members 
of the Senate Finance Committee 
continued their efforts in the con- 
cluding phase of the Congression- 
al session to attach a repealer of 
the dividend tax credit and ex- 
clusion to various items of legis- 
lation, and these efforts will 
doubtless be renewed at the next 
Corgressional session. 

In this connection, it is of in- 
terest, however, that members of 
Congress report that the two sub- 
jects on which they received the 
greatest amount of mail from 
their constituents during the ses- 
sion were repeal of the dividend 
credit and an Administration 
proposal to change the method of 
taxation of savings and loan asso- 
ciations. 


The Chairman of your Commit- 
tee appeared before the Ways and 
Means Committee and presented 
testimony opposing repeal of the 
dividend credit and exclusion. It 
is the belief of your Committee 
that the IBA should continue to 
actively advocate the basic need 
for fair taxation of dividend in- 
come. The present situation is 
that, despite the minor measure 
of relief provided by the 4% 
dividend tax credit and the $50 
exclusion, the corporate stock- 
holder continues to suffer a 
severe penalty not imposed on 
any other form of income in that 
corporate income is taxed twice 
—first in the hands of the cor- 
poration, and second when re- 
ceived by the stockholder in the 
form of dividends. An increase 
in the dividend tax credit to 20% 
(the Canadian rate) would have 
the logic of eliminating double 


taxation in the lowest personal 
income bracket. 


Capital Gains Tax Reform 


Looking ahead to the next Con- 
gressional session, we should con- 
tinue to take every opportunity 


to impress upon our Representa- 
tives in Congress, and upon the 
community at large, the need for 
basic reform in an area of pri- 
mary interest to our Association 
—the capital gains tax. Our con- 
tention here is that in an eco- 
nomic sense the tax is much too 
high to produce the maximum 
amount of revenues that it is 
capable of producing, and that in 
any event the high rate of tax is 
a grave deterrent to the mobil- 
ity of capital, and therefore in- 
appropriate for a country which 
must not only grow but also 
maintain its competitive position 
in world trade. 

We are convinced that a lower- 
ing of the rate of the tax would 
ease the “locked-in” situation, 
would produce substantially 
greater revenues for the Treas- 
ury, and would provide a huge 
new source of the kind of ven- 
turesome capital most needed if 
we are to maintain our world 
economic leadership. 

In connection with the capital 
gains tax, it should be empha- 
sized that there are other areas 
of potential reform which are 
even more important than the 
matter of rate reform. For exam- 
ple, our industry has advocated 
for a number of years the so- 
called full reinvestment plan. 
This would accord to transactions 
in capital assets, including secu- 
rities and real estate, the same 
treatment now granted to trans- 
actions in homes, where capital 
gains taxes are not payable if full 
reinvestment is made within 12 
months. 


Punitive Personal Income Tax 
Rates 


Also, looking ahead to the Ad- 
ministration’s promised program 
of tax reform, we should continue 
to urge that the maximum rate of 
personal income tax be brought 
down to levels which are not 
punitive. A rate higher than 50% 
creates a greater incentive for 
tax avoidance than for additional 
constructive effort. We believe, 
therefore, that the maximum rate 
for both corporate and personal 
income tax should be set at the 


50% level. Moreover, averaging 
of income over a reasonable time 
period should be allowed. This 
provision would be helpful to 
small business and to businesses 
which suffer from wide fluctua- 
tions in income such as ours. An 
averaging provision would reduce 
the basic inequity that arises from 
the fact that income received in 
even annual installments pays a 
lower rate of tax than the same 
amount of income received in 
varying installments. 


Longer Term Considerations 

Finally, we should face up to 
the unpleasant fact that the 
chronic inability of governments, 
including that of the U. S., to 
keep expenses within incomes 
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may well within the predictable 
future lead to the requirement 
that additional taxes be imposed. 
In view of the necessity that in- 
dustry in the U. S. increase its 
ability to compete in world mar- 
kets, we think it essential that 
such taxes, if and when adopted, 
be levied on consumption rather 
than production. The logic of this 
principle would call for taxes in 
some form on final domestic sales 
of goods and services. 

Your Committee emphasizes 
that it is important that each 
member of the Association use 
every opportunity to make our 
views on all of the foregoing sub- 
jects known as forcefully as pos- 
sible to his representatives in 
Congress. 


Respectfully submitted, 


FEDERAL TAXATION 
COMMITTEE 


Walter Maynard, Chairman 
Shearson, Hammill & Co. 
New York, N. Y. 


Emmons Bryant 
Blair & Co., Inc. 
New York, N. Y. 


John G. Butler 
Prescott, Shepard & Co., Inc. 
Cleveland, Ohio 


Walter W. Cooper 
F. S. Smithers & Co. 
New York, N. Y. 


Edwin D. Etherington 
Pershing & Co. 
New York, N. Y. 


Albert O. Foster 
Harris, Upham & Co. 
Seattle, Wash. 


James M. Hutton, Jr. 
W. E. Hutton & Co. 
Cincinnati, Ohio 


Maitland T. Ijams 
W. C. Langley & Co. 
New York, N. Y. 


James C. Kellogg Ill 
Spear, Leeds & Kellogg 
New York, N. Y. 


Stewart R. Kirkpatrick 
Kirkpatrick-Pettis Co, 
Omaha, Neb. 


John P. Labouisse 
Howard, Weil, Labouisse, 
Friedrichs & Co. 

New Orleans, La. 


James K. Miller 
Dominick & Dominick 
New York, N. Y. 

Roderick D. Moore 


Branch, Cabell & Co. 
Richmond, Va. 


Ralph W. Simonds 
Baker, Simonds & Co., Inc. 
Detroit, Mich. 


Jack T. Stephens 
Stephens, Inc. 
Little Rock, Ark. 


Richard J. Stern 
Stern Brothers & Co. 
Kansas City, Mo. 


Frederick W. Straus 
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Chicago, Ill. 
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Educational Committee Report 
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The two issues of the IBA Educational Bulletin published during 1961, September (48 
pages), and December (68 pages), constitute in essence the report of the Education Com- 


mittee. 


They present in text and pictures a record of the educational, public relations 


and promotional activities of the national Education Committee, the 17 Group Education 
Committees in the United States, and like activities on the part of member organizations. 





More investment banking firms 
utilized IBA training programs 
during 1961 than ever before, re- 
ported Robert Mason, Chairman 
of the Education Committee, at 
the Fiftieth Annual Convention 
of the Investment Bankers Asso- 
ciation of America. Mr. Mason is 
with Merrill Lynch, Pierce, Fen- 
ner and Smith Incorporated, of 
Chicago. A review of the Com- 
mittee’s educational activities was 
contained in the December issue of 
the IBA Educational Bulletin dis- 
tributed to delegates. (This, to- 
gether with the September issue 
of the Bulletin, constitutes in es- 
sence the annual report for the 
Education Committee. ) 


During the week of March 26- 
31, a total of 274 junior officers 
and partners of IBA member or- 
ganizations attended the ninth an- 
nual session of the Institute of 
Investment Banking on the cam- 
pus of the University of Pennsyl- 
vania in Philadelphia. This was 
a record enrollment for the three 
classes of this executive develop- 
ment program, which is sponsored 
by the IBA Education Committee 
in cooperation with the Wharton 
School of Finance and Commerce. 
The graduating class of 77 men 
was also a record. 


From July 30 to September 2, 
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the IBA Education Committee and 
the Department of Member Firms 
Liaison of the New York Stock 
Exchange jointly sponsored a con- 
centrated summer training pro- 
gram of two courses for trainees 
in the securities business: Funda- 
mentals of Investment Banking 
and Stock Exchange Operations. 
The program was offered in co- 
operation with Northwestern Uni- 
versity in Evanston, Ill. 79 regis- 
trants completed the course in 
Fundamentals of Investment 
Banking and 85 completed the 
Stock Exchange Operations course. 
There were a total of 101 regis- 
trants representing 55 organiza- 
tions in the securities business 
from 34 cities in 24 states and 
Puerto Rico. This was a record 
enrollment for the concentrated 
summer training program, which 
has been offered the past three 
summers. 


Major IBA Group Activities 
Significant educational activi- 
ties conducted by IBA Groups 
throughout the country were re- 
viewed, including the following: 
California Group Survey of Train- 
ing in the Securities Industry 
This spring the Group Educa- 
tion Committee conducted a sur- 
vey to determine general trends 
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in sales selection and training 
methods within the securities bus- 
iness. Greater emphasis is being 
placed on proper selection and 
adequate training than ever be- 
fore. The Committee is planning 
to use the data compiled as the 
basis for a “Training Standard 
Guide” for the use of all members 
in establishing standards for train- 
ing sales personnel, to encourage 
comprehensive and effective train- 
ing methods, and to set forth typi- 
cal entrance requirements for ap- 
plicants for sales positions. 


Central States Group 13-week 
Television Series, Investors’ 
Forum 


A 13-week television series 
called Investors’ Forum began on 
October 8 and will continue to be 
broadcast over Station WGN in 
Chicago from 5:30 to 6:00 p.m. 
each Sunday afternoon through 
Jan. 7. Despite competition from 
several popular programs on other 
channels, the Forum has an audi- 
ence estimated at from 250,000 to 
300,000 each week. Arrangements 


are now being made to syndicate 
the program to channels in other 
cities throughout the country. 


Northern Ohio Group Participa- 
tion in Junior Achievement 
Program 


In a fund raising drive this past 
spring the Group raised approxi- 
mately $1,100 for the Junior 
Achievement program in Cleve- 
land. In addition a $350 scholar- 
ship was established to be awarded 
annually to an _ outstanding 
Achiever of the year. The Group 
publicizes the public offering of 
stock in J. A. companies being 
formed in the fall and purchases 


: 5% of all stock offered by such 


companies. Participation in the 
J. A. program by the investment 


| fraternity will help promote the 


private enterprise system among 
high school students. 


IBA Member Activities 
During 1961 


A separate section of the De- 
cember Bulletin is designed to aid 
IBA members in planning their 
own programs by presenting a re- 
view of programs and activities 
being promoted by other member 
organizations. Activities conducted 
by more than 65 IBA member or- 
ganizations are briefly described. 
Many members participated in 
one or more of the following pro- 
grams: 


Public Lecture courses and Fo- 
rums 

Radio and Television programs 

Formal internal training pro- 
grams 

Junior Achievement assistance 

Cooperation with schools and 
universities 

Active advertising and promo- 
tional programs 

Open-house meetings for public 

Showing of IBA Films 


1961 Institute of Investment 
Banking Essay Competition 


Harold H. Sherburne, Chairman 
of the Institute Planning Sub- 
Committee, announced the win- 
ners of the Institute essay contest 
and President George A. Newton 
awarded the prizes for the two 
best essays. Mr. Sherburne is a 
partner and manages the New 
York City office of Bacon, Whip- 
ple & Co. (See page 63.—Ed.) 


Editor’s Note: Following are 
members of the Education Com- 
mittee: 

Robert Mason, Chairman 
Merrill Lynch, Pierce, 

& Smith Inc. 

Chicago, Ill. 

William O. Alden, Jr. 
Alden & Co., Inc. 
Louisville, Ky. 

Walter E. Auch 
Bache & Co. 

Detroit, Mich. 


Fenner 
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Frederic C. Beil, Jr. 
Beil & Hough, Inc. 
St. Petersburg, Fla. 

H. Lawrence Bogert, Jr. 
Eastman Dillon, Union Securi- 

ties & Co. 
New York, N. Y. 

John W. Dayton, Jr. 

Clark, Dodge & Co., Inc. 
New York, N. Y. 

James A. Felchlin 
F, S. Smithers & Co. 

San Francisco, Calif. 

Robert D. Field 
Paine, Webber, Jackson & 

Curtis 
St. Paul, Minn. 

Gage C. Frick 
H. O, Peet & Co. 

Kansas City, Mo. 

Robert W. Haack 
Robert W. Baird & Co., Inc. 
Milwaukee, Wis. 

Charles L. Hewitt 
Francis I. duPont & Co. 
New York, N. Y. 

George S. Kemp, Jr. 
Abbott, Proctor & Paine 
Richmond, Va. 

Donald E. Langley 
Merrill Lynch, Pierce, 

& Smith Inc. 
Denver, Colo. 

Edgar J. Loftus 
W. E. Hutton & Co. 
Philadelphia, Pa. 

Sam B. Lyons 
Cruttenden, Podesta & Co. 
Chicago, Ill. 

Thomas A. Melody 
Merrill, Turben & Co., Inc. 
Cleveland, Ohio 

Bernard J. Ness 
Johnston, Lemon & Co. 
Washington, D. C. 

Edwin J. Pingree 
F. S. Moseley & Co. 
Boston, Mass. 

John H. Rauscher, Jr. 
Rauscher, Pierce & Co., Inc, 
Dallas, Tex. 

Eugene M. Reese 
Newhard, Cook & Co. 

St. Louis, Mo. 

William W. Rosenfeld 
Dean Witter & Co. 
Portland, Ore. 

Leslie B. Schwinn 
L. B. Schwinn & Co. 
Cleveland, Ohio 


James E. Snyder 
A. C. Allyn & Co. 
Chicago, Ill. 


Frank E. Voysey 
Kidder, Peabody & Co. 
Chicago, Ill. 


Wendell W. Witter 
San Francisco, Calif. 
Dean Witter & Co. 


George R. Young 
Kay, Richards & Co. 
Pittsburgh, Pa. 
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R. C. Chapman, Fulton, Reid & Co., Cleveland; Jack R. Staples, 


Fulton, Reid & Co., Cleveland 


The Investment Banker and 
Merchant Marine Financing 


Continued from page 20 


defense.” The result is that to- 
day all the unpaid principal and 
all the unpaid interest on ship 
mortgages and loans are insured 
by the United States. 


Pledge of Government’s Credit 

In further support of the insur- 
ance, Title XI provides: 

(1) That “faith of the United 
States is solemnly pledged to the 
payment of the interest on and 
the unpaid balance of the princi- 
pal amount of each mortgage and 
loan insured under this title”; 

(2) That “each insurance con- 
tract . . . shall run to the mort- 
gagee or lender and be for the 


WLLL LLL LLL LAL LLL LAA LALLA Ah 


benefit of such mortgagee or 
lender and the holders of the 
obligations secured by the mort- 
gage or evidences of the loan, 
and if the mortgagee or lender is 
a trustee under a trust indenture, 
for the benefit of the holders of 
the bonds or notes issued under 
such trust indenture”; 

(3) That defaulted mortgages 
and loans may be assigned to the 
government without foreclosure 
by the mortgagee or lender; 

(4) That amounts required to 
be paid as insurance “shall be 
paid in cash”; 

(5) That contracts of insurance 
entered into pursuant to Title XI 
are incontestable from the date 
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San Francisco 


as of which such contracts are 
entered into, except for fraud, 
duress, or mutual mistake of fact, 
ana that such contracts are con- 
clusive evidence that the mort- 
gage or loan complies with the 
provisions of Title XI and that 
all the terms of the mortgage or 
loan, as well as the mortgagor or 
borrower and the mortgagee 
or lender, have been approved by 
the Secretary of Commerce; and 

(6) That the Secretary shall 
find that the property or project 
with respect to which the mort- 
gage or loan will be executed 


“will be, in his opinion, eco- 
nomically sound.” 
Benefit of Bondholders 
The insurance contract is for 


the benefit of the holders of bonds 
issued under trust indentures, 
while in the early financings, 
these consisted of a single note or 
bond for the entire amount of the 
mortgage, it soon became evident 
that there was a much wider 
market to be tapped by the issu- 
ance of serial bonds in smaller 
denomination and in the sale of 
these bonds to the public. Ac- 
cordingly, it was appropriate in 
the first public offering of Title 
XI bonds to give such bonds the 
title “United States Government 
Insured Merchant Marine Bonds.” 
The first of these bonds were 
issued and sold—and we believe 
quite successfully for a first of- 
fering—by Grace Line, in 1958. 
This public offering of bonds was 
accomplished under specific pro- 
visions of Title XI permitting 
trust indentures and the issue of 
bonds thereunder. 


Since this was to be the fore- 
runner of many similar issues, 
much work was required. First, 
many months of work by Grace 
Line, the underwriters, the trus- 
tees and the Maritime Adminis- 
tration, and their staffs and 
counsel, were required in the 
preparation of suitable documents. 
At the same time it was necessary 
to determine the problems in- 
herent in a public offering and to 
take action to insure success. Meet- 
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& Mrs. George Wendt, First National Bank of Chicago; 


Paul Wm. Cutler, Chapman & Cutler, Chicago 


ings were held with underwriters 
and rating agencies. Pro:pective 
markets were consulted. 


Attorney General’s Opinion 


The Attorney General also ren- 
dered an opinion stating, in part, 
that “contracts of insurance en- 
tered into in accordance with the 
title would establish a valid and 
binding obligation of the United 
States,” and that “it is . . . appro- 
priate to conclude that Congress 
intended to place the obligations 
assumed by the United States 
under a contract of insurance 
pursuant to Title XI on a parity 
with the obligation which it as- 
sumed with respect to its interest- 


bearing obligations.” He also 
stated that the absence of a 
pledge of the “credit” of the 


United States was not significant. 
The Attorney General further 
concluded that the obligation of 
the United States under insurance 
contracts and the pledge of faith 
which evidenced that obligation 
were not dependent upon the 
availability of appropriations. 
Nevertheless, the Congress in 
order to assure the acceptability 
of the bonds, to produce a satis- 
factory interest rate, and to 
create an interest by investors in 


the American Merchant Marine, 
granted authority for the Sec- 
retary of Commerce to borrow 
from the Secretary of the Treas- 
ury moneys with which to pay 
insurance in cash to the extent 
the Federal Ship Mortgage In- 
surance Fund provided by statute 
proved to be inadequate. 


The Comptroller of the Cur- 
rency ruled that the limitations 
and restrictions contained in Sec- 
tion 5136 of the United States 
Revised Statutes, as amended, as 
to national banks dealing in, un- 
derwriting, and purchasing for 
their own accounts investment 
securities would not be appli- 
cable to United States Govern- 
ment Insured Merchant Marine 
Bonds; and the Securities and 
Exchange Commission concurred 
in an opinion that registration of 
the bonds under the Securities 
Act of 1933 and qualification of 
the indentures under the Trust 
Indenture Act of 1939 were not 


required. 


Pre-Financing Authorized 
At a later date—in 1959—the 
nublic offering of bonds was fur- 
ther facilitated by an amendment 
of Title XI to permit the sale of 
bonds in advance of payment of 
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actual cost of ships on the basis 
of a deposit of bond proceeds in 
escrow with the Secretary of 
Commerce, pending disburse- 
ment. Also, in 1959, more flex- 
ibility was added by an amend- 
ment permitting owners to defer 
placing mortgages on their ships 
until after delivery. 

Notwithstanding the existence 
of the pledge of faith of the 
United States to the payment of 
principal and interest on Title XI 
loans and mortgages, it is our 
hope that lending institutions will 
continue to bear in mind in their 
negotiations with Title XI appli- 
cants the following excerpt from 
our Title XI regulations: 


“The imposition of financial 
covenants upon the borrower or 
mortgagor under the circum- 
stances of the particular financ- 
ing is regarded by the Secretary 
(of Commerce) as the initial re- 
sponsibility of the lender or mort- 
gagee.” 

This is not intended to suggest 
thac we are desirous of building 
into the loan agreement a great 
number of technical defaults. On 
the contrary, we would prefer 
that defaults running to the lend- 
er or mortgagee be limited to 
such substantive matters as fail- 
ure to pay principal and interest, 
or failure to carry vessel insur- 
ance, leaving to the government 
sufficient discretion and flexibil- 
ity to cope with emergent situa- 
tions and yet protect its interests 
without any additional risk to the 
lender or mortgagee. What we 
intend to suggest is that the lend- 
ing institutions not adopt an at- 
titude of relying solely upon the 
Title XI insurance, but that the 
transaction be regarded initially 
as a commercial venture and last- 
ly as a government - guaranteed 
project. In this manner, the gov- 
ernment will have the benefits 
of possible financial safeguards; 
which otherwise might not be 
available to it, with the resultant 
probability that the termination 
of investments by reason to de- 
faults will be less likely to occur. 

The element of risk is inherent 
in all insurance programs, and 
Title XI is certainly no exception 
to this rule. Actually, were it not 
for the risks which are particu- 


larly prevalent in the shipping 
industry, with its wide fluctua- 
tions of the charter rates and 


peaks and valleys of prosperity 
and depression, there would be no 
necessity for a Federal ship mort- 
gage insurance program since 
adequate financing could be ob- 
tained from lending institutions 
without government aid. 


Only Three Defaults 

Thus far, it has been necessary 
to foreclose on only three mort- 
gages, and we have adequately 
demonstrated to lending institu- 
tions the stability of our insurance 
program by cash payoffs aggre- 
gating nearly $7,000,000 to the 
lenders upon default by the ship- 
owners. The mortgage on the 
trailership CARIB QUEEN was 
foreclosed and the ship turned 
over to the Navy, where it is 
being successfully operated to the 
government’s advantage. The LEI- 


LANI was recently resold to 
American President Lines and is 
being reconstructed into a first- 


class passenger ship for use in its 
transpacific trade. The freighter 
COAST PROGRESS is presently 
being offered for sale under com- 
petitive bids. 

In order to avoid other potential 
defaults, the Maritime Adminis- 
tration has, to date, made princi- 
pal payments to owners of six 
tankers and two container- 
ships aggregating approximately 
$1,131,000. The necessity for mak- 
ing these advances arose from 
the seriously depressed condition 
of the shipping industry, particu- 
larly the tanker segment. Tanker 
charter rates, as a direct influence 
of the Suez crisis, plummeted 
from a near record high in early 
1957 to a record low which has 
persisted with minor seasonal 
variations. As a result, the inde- 


pendent U. S.-flag tanker owners, 
whose tankers were built without 
construction - differential subsidy 
and who have operated without 
operating-differentia] subsidy aid, 
were forced to lay up their ships 
or operate them at rates far below 
a break - even level, suffering 
heavy financial losses in either 
case. 

The Maritime Administration, 
having committed itself to insure 
ship mortgages at times when 
charter rates were profitable, felt 
that it was in the government’s 
interest to protect and preserve 
its collateral by making advances 
of principal for account of the 
shipowner. As the advances of 
principal were applied directly to 
the reduction of the government’s 
insurance obligation and since no 
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advances were made for payments 
of interest, these advances did not 
result in any increased contingent 
liability of the government. These 
actions were concurred in by the 
Comptroller General of the United 
States. 

In making these advances, we 
have taken due precautions to 
protect the government’s interest, 
and added financial restrictions 
have been imposed until the ad- 
vances are repaid to the govern- 
ment, all of which has been done 
with the hope and expectation 
that shipping rates will improve 
and the companies eventually will 
be able to operate profitably. We 
feel that in the not too distant 
future there will be blue skies for 
the tanker segment of the indus- 
try as petroleum requirements 


continue to increase and obsolete 
war-built tanker tonnage is either 
converted into dry cargo ships or 
scrapped. We are already cur- 
rently experiencing some im- 
provements in the market. 


Deferment of Principal Payments 


Some advances have been ob- 
viated by action of the mortgagees 
who, with the consent of the 
Maritime Administration, have 
agreed to deferments of principal 
payments. usually for two-year 
periods. Ten companies have re- 
ceived such deferments. The al- 
ternative to making advances or 
consenting to deferments of prin- 
cipal is that of incurring the risk 
of having to pay the insurance in 
full. We much prefer to have 
these ships in operation where 
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they will be more readily avail- 
able in the event of a national 
emergency and could be quickly 
diverted to defense purposes. Pay- 
ing off the mortgages and laying 
up the ships in the Maritire Ad- 
ministration National Defense Re- 
serve Fleet a>pears justifiable 
only as a last resort. 

Turning now to the status of 
the existing program, on Sept. 30, 
1961, there were outstanding $356 
million of insured loans and mort- 
gages, together with commit- 
ments to insure an additional $102 
million. Of the $356 million, over 
$100 million represented public 
issues of Merchant Marine bonds. 
The balance was composed of pri- 
vately placed loans and mort- 
gages. The lenders and mortgagees 

Continued on page 74 
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of the latter were generally com- 
mercial and savings banks, insur- 
ance companies, and trust funds 
of various kinds. A few of the 
private placements have been 
converted from notes to Merchant 
Marine Bonds. 


To the present we have required 
a separate mortgage for each ship 
which resulted in a separate bond 
series for each ship. While each 
series might be relatively small, 
ranging from $434 million to $10 
million, there is usually more 
than one ship involved, so that 
the total underwriting has ranged 
from $8% million to $20.2 million, 
in two cases representing four 
ships per issue. 


Bond Price “Nudging” 

The Maritime Administration is 
not unmindful of the various fac- 
tors which must be considered in 
the pricing of these Government 





Insured Merchant Marine Bonds 
and the significance of these 
prices to the promotion of a mar- 
ket. It may also be said that we 
have at times taken the initiative 
at “nudging.” I have borrowed 
this word from responsible 
sources, having noted in a recent 
issue of the First National City 
Bank of New York Monthly News 
Letter that it had been added to 
the lexicon of the capital market. 
This same article commented upon 
the indicated interest of President 
Kennedy in his initial attempt at 
nudging the capital market 
through his economic message of 
Feb. 2, and the President since 
then has consistently focused at- 


tention upon the need for lower 
long-term interest rates as a 
means of stimulating economic 
growth and recovery. 

Our nudging has been sincerely 
intended to be constructive. In it 
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we have had but one desire and 
that to assist the underwriters 
and the shipping industry in de- 
veloping the appropriate market 
which would reflect the lowest 
costs in recognition of the many 
attractions inherent in these 
bonds. 

Up until a most recent date 
the nominal interest rates have 
ranged from a low of 4.20% to 
a high of 5%, except for the most 
recent issue which included $6 
million of serial bonds maturing 
in from one to eight years, with 
the nominal interest rates ranging 
from 2.65% to 4%4%, respectively. 
The long-term portion of this is- 
sue carried a rate of 442%. 

At the time of issue, these in- 
terest rates ranged from 45 to 89 
basis points over long-term gov- 
ernments. We believe that the lat- 
ter difference is certainly too 
great. At the same time, these 
issues exceeded triple A Corpo- 
rates by from 3 to 55 basis points. 
We believe that these differences 
are also too great. In fact, we 
believe strongly that Merchant 
Marine Bonds should not be com- 
pared with or related to corporate 
bonds. 


Not in Category of Corporate 
Bonds 


While Merchant Marine Bonds 
are secured first by the ship itself. 
second by the general credit of 
the company, and third by U. S. 
Government guarantee, it is ob- 
vious that the last named is the 
really significant security and the 
one which makes these bonds 
unique. This is the reason that 
we believe that Merchant Marine 
Bonds should be classified as 
quasi-government bonds and com- 
pared with U. S. Government 
Bonds and not corporate bonds. 
We further believe that there is 
adequate evidence to support a 
conclusion that whereas in the 
immediate future these Merchant 
Marine Bonds would most likely 
realistically be priced in the in- 
terest range between U. S. Gov- 
ernment Bonds and Triple A 
Corporates; there is likewise ade- 
guate evidence to support a con- 
clusion that these bonds should 
ultimately more closely approxi- 
mate the interest level of long- 
term U. S. Government Bonds. 


Because of the requirement that 
these bonds be sold at par on 
original issue to meet the guaran- 
tee qualifications, the nominal in- 
terest rate is somewhat more 
significant than with other bond 
issues, The U. S. Government in- 
surance virtually guarantees that 
the purchasers of the bonds will 
be repaid. Because of the possi- 
bility of default by the borrower, 
this repayment may occur prior 
to maturity. This is a factor which 
cannot be ignored but which, 
relatively, is not very material. 
Therefore, we believe that we are 
now at a point where Merchant 
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Marine Bonds should, in general, 
not yield at original issue more 
than 50 basis points higher than 
outstanding long -term govern- 
ments. This aim has already been 
reached with two issues and been 
beaten in one of them. 

We further believe that, after 
more education of the investing 
public and further seasoning, this 
point differential can be reduced. 
We recognize that many other 
factors enter into the pricing of 
all securities, but we are con- 
vinced that this aim is a reason- 
able one. 


Future Bond Issue Prospects 


What is the future of U. S. 
Government Insured Merchant 
Marine Bonds? There are 15 


steamship operators in the foreign 
commerce of the United States 
who are performing under operat- 
ing-differential subsidy contracts 
with the Maritime Administration. 
By the terms of these contracts, 
most of which are for 20 years, 
the operators are required to re- 
place their fleets with new ships 
built in American shipyards. Cur- 
rently, these subsidized operators 
are scheduled to contract for 214 


ships within the next 15 years. 





The estimated cost to construct 
these ships in American yards 
is $2,694 million. The difference 
between that and $1,379 million, 
representing the estimated cost to 
construct these same ships in for- 
eign yards, will be eligible for 
payment by the United States as 
construction - differential subsidy. 
The $1,379 million must be sup- 
plied by the subsidized operators 


from their own or borrowed 
funds. 

Under Title XI the owner of a 
ship built with construction - 


differential subsidy may borrow 
on a U. S. Government insured 
mortgage up to 75% of the 
owner’s cost. There are some rela- 
tively insignificant differences be- 
tween actual cost for Title XI 
insurance purposes and capitaliz- 
able cost. Consequently, it can be 
said that approximately 75% of 
the owner’s cost or $1,034 million 
may be borrowed by the means 
of U. S. Government Insured Mer- 
chant Marine Bonds over the next 
15 years to carry out the require- 
ments of the subsidy contracts. 


The combined net worth of the 
15 companies at Dec. 31, 1960 was 
approximately $757 million and 
they had on deposit in their statu- 
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ory reserve funds as of June 30, 
1961 approximately $310 million 
n cash and readily marketable 
ecurities. The entire $310 million 
s not available for ship construc- 
ion because of various contrac- 
ual restrictions and because of 
he need to retain funds adequate 
to meet current amortization of 
nortgages on their presently 
»wned ships. But the greater por- 
ion of it will be available for 
his purpose. 

In addition to the subsidized 
yperators, there is considerable 
nterest in Federal Ship Mortgage 
Insurance for other types of ships. 
These include coastwise operators: 
roll-on roll-off and container 
ships, and applicants for operat- 
ing-differential subsidy. There are 
applications on file with the 
Maritime Administration for ap- 


proximately $57 million in 
Sages over and above the 
dized Operators potential. These 
applicants are, in general, some- 
what less strong financially; how- 
ever, it is safe to presume that 
Merchant Marine Bonds of these 
operators issued under Title XI 
insurance would receive a triple 
A rating, as have others in a 
similar category. 

With outstanding insured loans 
and mortgages of $356 million, 
commitments for an additional 
$102 million, applications on hand 
for a further $57 million, and a 
potential borrowing of $1,034 mil- 
lion, it is obvious that the present 
statutory ceiling of $990 million 
may not be sufficient. Should this 
prove to be the case, the Maritine 
Administration would most cer- 
tainly give consideration to pro- 
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posing to the Congress that the 
ceiling be raised. 


To sum it all up, there appears 
to be a very sizable potential 
future requirement for borrowed 
capital in the form of U. S. Gov- 


ernment Insured Merchant Marine 
Bonds, and the Maritime Adminis- 
tration is going to be looking to 
Investment Bankers to develop a 
supply of capital at reasonable 
rates. 

In consenting to advances and 
deferments and in settling the 
problems which have arisen be- 
tween the owner, the lender, and 


Maritime, we have accomplished 
a very close and satisfactory re- 
lationship with the lending insti- 
tutions. We are confident that we 
have a program which is daily 
becoming more attractive to 
lenders throughout the country. 
Ample evidence of this fact has 
been disclosed by the entry of 
new lenders into this field. We 
have a large program for the 
future which we feel will be at- 
tractive throughout the broad 
spectrum of investing groups, and 
we believe that the securities are 
of such soundness as to be vir- 
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tually without risk to lenders. On 
these grounds, we anticipate a 
most favorable response from all 
facets of the lending market. If 
short- and long-term loans, fully 


insured by the government, can 
be obtained by shipowners upon 
reasonable terms and conditions, 
we do not foresee the return of 
the Maritime Administration to 
the role of lender or mortgagee 
in competition with commercial 
lending institutions. 





*An address by Mr. Nichols before the 
50th Annual Convention of the Invest- 
ment Bankers Assrciaticn of America, 
Hollywocd Beach, Fla., Nov. 28, 1961. 
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his true colors: Brief military 
mock trials resulted in mass ex- 
ecution. Freedom of the press 
vanished. The lucky ones in op- 
position to him were banished; 
most were jailed or shot. Property 
was seized, without compensation. 
Callously, he began purging the 
very Cubans who had helped him 
attain power. 


Communists Took Over 


Then Castro-communism  be- 
came evident. The Communist 
party of Cuba, which once had 
supported Batista and dismissed 
Castro as of no importance, be- 
came the sole political party of 
Cuba. Communists took charge of 
the armed forces and of all eco- 
nomic and social planning. Trade 
unions, university faculties, pro- 
fessional groups, civic and farm 
organizations, were remodeled to 
harmonize with the communist 
pattern of central control and 
rigid adherence to directives. 


This betrayal of the announced 
goals of the revolution amazed 
and shocked the people of the 
United States. 


We broke relations and sus- 
pended nearly all trade with 
Cuba. This reduced Cuba’s na- 
tional income by half a billion 
dollars a year, even after allow- 
ing for the modest amount of 
trade which Castro developed 
with the Soviet Union and her 
satellites mostly in military items 
on the import side. 
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Dilemma Confronting U. S. 
Regarding Latin America 


Meanwhile, Castro seized a bil- 
lion dollars in private and public 
United States assets and charac- 
teristically boasted that there 
would be no compensation. The 
reaction among United States 
private investors was immediate, 
and it affected all of Latin 
America. The flow of private 
capital, which had reached a 
total of $600 million a year 
in 1958, dropped to less than half 
that amount. 

It was at this stage that opinion 
in Latin America became am- 
bivalent. The great sea of under- 
privileged, with no vested interesi 
in the established orders of their 
own countries, continued to 
praise the Cuban revolution. 
They believed they were wit- 
nessing a repetition of the Mexi- 
can revolution which began in 
1910. It, too, had had its years 
of extremism, but eventually 
smoothed out into a program of 
moderate and continuing eco- 
nomic development with con- 
siderable justice for all classes of 
the population. The masses of 
Latin America concluded that ex- 
tremism was an inescapable phase 
of any movement to change an 
historic system that had yielded 
them in their own countries 
nothing but illiteracy, poverty, 
and hopelessness. They over- 
looked the fact that leaders of 


the Mexican revolution sincerely 
sought to create a democratic 
cociety. Expropriations of property 
were accompanied by compensa- 





tion. There was never even a hint 
of the imposition of an extra- 
continental authority on Mexico; 
indeed, no country is so wedded 
to the concept of independence 
and non-intervention by any ex- 
ternal power as is Mexico. 


Fortunately, most Latin Ameri- 
can Presidents, cabinet ministers, 
and other knowledgeable leaders 
saw Castro-communism for what 
it is. Many who at first were 
sympathetic soon became disen- 
chanted. Half of them withdrew 
recognition from the Castro re- 
gime. At San Jose, Costa Rica, in 
August 1960, they joined in con- 
demning foreign intervention in 
the affairs of the hemisphere. But 
these same leaders have hesitated 
to take collective action against 
Castro, for they know that in 
their own countries there exists 
the grave danger of uprisings by 
the oppressed. They know that 
the problem confronting them is 
as dire and as simple as this: 


Either they will bring about, 
by peaceful means, rapid social 
reform that promises justice for 
all classes, or they, too, will face 
violent revolutions which could 
easily result in communist dicta- 
torships. This would be cata- 
strophic for them and for us. If 
the nations of this interdependent 
hemisphere cannot progress to- 
gether in freedom, in the face of 
the modern world menace, one 
would indeed have to be pessi- 
mistic with respect to the larger 
world where the historic record 
of dependable cooperation is less 
persuasive. 


IV 


President Eisenhower’s Program 


Surely no one can doubt that 
we must do all we humanly can 
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to keep Latin America free, in- 
dependent, and democratic. 

This has been the heart of our 
Latin American policy from the 
time the last of the Latin repub- 
lics became independent in 1824, 
and the policy has, since the Good 
Neighbor concept was proclaimed 
in 1933, led us into more and 
more programs of assistance. 

In August, 1960, President 
Eisenkower took action which 
significantly changed our ap- 
proach to this vexing, compli- 
cated problem. It was obvious at 
that time that merely putting 
more private and public funds 
into Latin America would do 
little good, if such aid only suc- 
ceeded in strengthening the 
prevailing order with all its in- 
justices. He therefore asked the 
Congress to authorize an initial 
appropriation of half a billion dol- 
lars for what, in verbal short- 
hand, I shall call social loans — 
loans for land reform, schools, 
low-cost housing, and other de- 
velopments which would have an 
immediate and visible impact on 
the welfare of the submerged 
masses of Latin America. It was 
understood that the loans were to 
foster self-help projects, with the 
recipient governments and in- 
dividuals meeting a high percent- 
age of the cost from local funds. 
It was also understood that the 
new loans would be conditioned 
on the Latin governments’ pro- 
ceeding promptly to make 
changes in their laws and struc- 
tures which would permit the 
new funds to have a genuine im- 
pact on the key problem. 


The intentions of the Latin 
American leaders were made 
clear a few days after Congress 
approved the President’s plan. At 
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Bogota representatives of most of 
the Latin nations — the Cuban 
foreign minister being a notable 
exception — declared their firm 
intention to bring about an equi- 
table distribution of the owner- 
ship of land (for in some coun- 
tries today 2% of the people may 
own half of all the land, and the 
workers of that land may receive 
little if anything in wages); they 
agreed to revise their tax sys- 
tems to obtain local capital to 
promote economic and social de- 
velopment and as a means of 
overcoming flagrant injustices; 
they laid plans for the rapid con- 
struction of self-help, low-cost 
housing, and said they would 
develop local savings institutions 
as a means of obtaining much of 
the capital for this purpose; they 
expressed their determination to 
foster methods of mass education 
for the eradication of illiteracy, 
and institutions for improving the 
health of all their peoples. In 
short, they promised to carry for- 
ward, by peaceful and democratic 
methods, rapid social change 
which would avoid bloody revolu- 
tions and would achieve goals 
which we of the United States 
long ago had attained. 

This was the situation when 
President Eisenhower left office 
and President Kennedy assumed 


the Presidency of the United 
States. Shortly after he took 
office, President Kennedy sum- 


moned the diplomatic representa- 
tives of the Latin American na- 
tions to the White House and 
proposed the Alliance for Prog- 
ress. The Alliance is, in effect, 


the implementation of the Con- 
gressional Act of September, 1960, 
and the Act of Bogota. 
August of this year, 


Then, in 
Ministerial 





MEMBERS 


Midwest 
Stock 
Exchange 





CORPORATE AND MUNICIPAL BONDS 
INVESTMENT STOCKS 


MULLANEY, WELLS & COMPANY 


135 S. LA SALLE ST. 
CHICACO 


3 ;, TWX—CG 
1110 





as tt ss fie at dh Da a a G a hl se 


As kna A AA h bd d Fh d d F t POA A d d 


w åa w M l i F åA eee. ee. ee ae ee 


Or oO Pr rY E EA a ‘M he ea oll 


=- 
Z 


m. Á aA | 


wO O cW = 








y 
e 
B 
y 
J 
f 


~ rU Vo ~ FPF J 





Mr. & B t -tg C. Pierce, Rauscher, 





representatives of the Latin 
American nations met at Punta 
del Este, Uruguay, and spelled 
out in greater detail the steps 
they would take to effectuate the 
declarations they had made at 
Bogota. It was at the Punta del 
Este Conference that the United 
States guaranteed that Latin 
America would receive from ex- 
ternal sources $2 billion a year 
for the next ten years to help 
with the social revolution en- 
visaged by the Act of Bogota and 
the Charter of Punta del Este. 


V 
Two Critical Questions 
Two critical questions must 
now be raised: First, will the 


Latin American countries actually 
carry out the promised reforms, 
save freedom and democracy in 
this hemisphere, and thus give 
us justification for the sacrifices 
the United States is expected to 
make? And, second, can we carry 
out our commitment without ad- 
versely affecting the financial 
position of the United States, both 
domestically and internationally? 


As to the first question: The 
answer patently depends on the 
outcome in each country of strug- 
gles among forces of communist 
imperialism, domestic reaction 
and democratic liberalism. 

In Latin America are 200,000 
dedicated communists with about 


$100 million dollars a year at 
their disposal for subversion, 
cheating, lying, infiltration, and 


adroit efforts to promote discord. 
They are organized on the Len- 
inist principle that only the most 
dedicated and trustworthy may 
be members of the party. Others 
may be their fellow-travellers. 
Fortunately, communists and their 
followers constitute a small 
minority—but it is a sly and a 


disproportionately influential 
minority. 
The communists and fellow- 


travellers are bitterly opposed to 
the Alliance for Progress. 
Through some 300 of their own 
publications and on purchased 
radio time, they are attacking the 
Act of Bogota and the Charter 
of Punta del Este with unin- 
hibited violence. They do not 
want peaceful change. They want 
bloodshed, for in violence they 
believe they will have their 
greatest opportunity to seize 
power, as they did in Cuba where 
only 25,000 belonged to the com- 
munist party. 

Communists in Latin America 
have succeeded in infiltrating a 
good many trade unions and uni- 
versity student groups. Laborers 
in Latin America ordinarily do 
not make wages sufficient to per- 
mit them to pay union dues. The 
trade unions therefore turn to 
others for financial help. The 
communists give it—for a price. 
Today, they control unions with 
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a total membership of 1,000,000, 
which, again, is a minority. Ther 
technique with university stu- 
dents is different. 

In most Latin American uni- 
versities one may remain a stu- 
dent, even without attending 
classes, so long as certain modest 
annual fees are paid. And so it 
is easy for a so-called university 
student in his 30s, 40s, or even 
50s to achieve prominence in the 
student body and carry on sub- 
versive activities, thus creating 
the impression that young intel- 
lectuals of Latin America are 
anti-American and pro-commu- 
nist. 

This is a false impression, as I 
shall indicate in a moment. 


The Other Extremists 


At the opposite extreme from 
the communists are the Latin 
American oligarchists—the lati- 
fundistas who own vast empires 
of land on which workers are 
held in feudalistic misery; the 
military elite who have been 
given every privilege by those 
who wish to retain power and the 
very rich who often send their 
surplus wealth to the United 
States and Europe for investment 
rather than keeping it at home 
where it could contribute to in- 
dustrial, agricultural, educational, 
and social development. Some of 
these extremists are, like the 
communists, opposed to the Al- 
liance for Progress. They want no 
change from the privileges they 
and their families have always 
enjoyed. 

These are the elite who for 
generations have permitted palace 
revolutions, dictatorshins, demo- 
cratic regimes, and changes of 
uniforms—their only requirement 
being that inherited privileges 
not be disturbed. However, some 
of the elite realize fully that the 
stratifications of the 15th and 19th 
centuries cannot be sustained in 
the 20th and that they must 
therefore foster democratic de- 
velopment or suffer as have the 
former privileged of Cuba. 

Between these two extremes 
are the democratic groups—rang- 
ing from some of the military 
and financial privileged and 
highly educated, through nearly 
all of the middle classes, to the 
desperately poor and illiterate. If 
these groups were in the United 
States we would call some of 
them conservatives, some middle- 


of-the-roaders, and some leftists. 
They cover a broad political 
spectrum. But, as with most of 
our people, they want to preserve 
democratic institutions. They 
want nothing more extreme than 
the type of social justice we our- 
selves are fortunate enough to 
enjoy in our mature and success- 
ful society. 
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Political leaders in this demo- 
cratic category include such in- 
telligent men as Beltran of Peru, 
Frondizi of Argentina, Alessandri 
of Chile, Lleras Camargo of 
Colombia, Betancourt of Vene- 
zuela, Lopes Mateos of Mexico, 


and others. 
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Masses Without Spokesman 

The submerged masses, how- 
ever, have few spokesmen. They 
are not articulate. If they speak, 
they may in some countries be 
dispossessed by their landlords of 


their huts and what little land 
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they now occupy. They have as 
yet little organized power. In 
general, the masses are silent, 
suffering, angry. Into this 
vacuum, the university students 
have moved as a potent political 
force. By one example, I can per- 
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haps show the flavor of the stu- 
cent movements. 

In Santiago, Chile, a litle more 
than a year ago, I spoke with the 
President of the Chilean Student 
Federation. The Federation has a 
membership of 25,000 drawn from 
seven Chilean universities. The 
leaders were elected by free and 
secret vote, and represent a wide 
range of political views. The 
student president stated, how- 
ever, that all of them are Chris- 
tians, anti-communist, pro- 
democratic, and liberal in their 
outlook. 

The leader asked this question: 
“Has the United States become 
a satisfied nation, one which 
fights for the maintenance of the 
prevailing order in Latin 
America? This dangerous image 
is being accepted more every day. 
If this is true, we must respect- 
fully say to you that the United 
States will have little or nothing 
to offer the younger generation 
and the immense multitude of the 
poor who compose 90% of the 
Latin American population.” 


The Choice: Work and Bread or 
Communism 


In the United States and 
Western Europe, he went on, it 
made sense to fight for the pre- 
vailing order, because social 
order represented values widely 
shared: Personal freedom, social 





justice, equality before the law, 
high cultural, scientific, and 
technological levels, and satis- 
factory standards of living for all 
who were willing to work. But 
to defend the existing social order 
in Latin America meant only 
maintaining the privilege of a 
thin layer of the population which 
controlled the power and wealth, 
surrounded by an ocean of poor 
people to whom the existing 
social order meant nothing. Two 
out of five were illiterate. Two- 
thirds lived in a state of chronic 
malnutrition. The average income 
was less than $275 a year each. 


The students were bitterly op- 
posed to communism. “There are,” 
he said, “impassable barriers sep- 
arating us from communist ideol- 
ogy and methods, but no one 
should be deceived: The West has 
been successful in spreading 
throughout the world a certain 
scale of values that symbolizes 
modern civilization. If Christianity 
and democracy fail in the coming 
ten or fifteen years in giving work 
and bread, dignity and security to 
the poor, then the fiery breath of 
communism will cover the earth.” 

This moving statement by a 
university leader should not be 
passed by lightly. University stu- 
dents in Latin America may not 
speak for political leaders. I think 
they often do speak for humanity. 

My own assessment is that the 
democratic forces in Latin 
America can prevail. But they 
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must move rapidly and they must 
have our active help. This brings 
me, then, to the second and final 
question I posed a moment ago. 


VI 


At Punta del Este the Latin 
American nations committed 
themselves to social reform proj- 
ects that will cost about one hun- 
dred billion dollars in the coming 
ten years. Twenty per cent of this 
must come from external sources, 
mainly the United States. 

The obligation on us is not as 
great an increase in foreign spend- 
ing as might at first appear. If the 
Export-Import Bank, the Develop- 
ment Loan Fund, the Inter-Amer- 
ican Bank, the World Bank and its 
subsidiaries, and private lending 
institutions of the United States 
continue to invest in Latin 
America at about the average rate 
of the past five years, and if other 
industrialized nations of the world 
extend credit to Latin America at 
no more than the reasonably con- 


templated rate, then our commit- 
ment, above recent averages, 
would amount to from three hun- 
dred to five hundred million dol- 
lars a year for the next ten years. 

This is, of course, an extremely 
serious matter, in the light of our 
current international financial 
imbalance. Our dilemma, as I see 
it, is that we cannot possibly af- 
ford not to meet commitments to 
Latin America, but neither can we 
seemingly afford to finance them. 
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What U. S. Must Do 

Difficult choices and actions 
must be taken. In my judgment we 
must insist that other industrial- 
ized nations of the world assume 
a substantially larger share of the 
free-world burden of economic 
and military assistance. Their 
present unprecedented prosperity 
is partly a consequence of our as- 
sistance to them following World 
War II. They must now match our 
generosity. We must be even 
sterner than we have been in hav- 
ing the highest possible percent- 
age of aid funds spent in the 
United States so that loans and 
other assistance represent exports 
of goods and services, not an out- 
flow of dollars. All nations in Eu- 
rope and the periphery of the So- 
viet Union and Communist China 
must carry a greater share of the 
military burden, thus gradually 
reducing demands on us. Concern 
is justified for the overseas ex- 
penditures of Americans who are 
travelling abroad in tremendous 
numbers. We obviously must do 
all we can to increase our export 
of agricultural commodities and 
manufactured goods; this places a 
profound obligation upon labor 
and management alike to keep our 
prices competitive with those of 
other exporting nations. We must 
constantly re-examine what we 
are doing in the whole realm of 
foreign aid, eliminate the least es- 
sential activities, and concentrate 
on the imperative. We must keep 
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our interest-rate structure such 
that private funds are not induced 
unnecessarily to seek better in- 
vestment opportunities in other 
industrialized nations. As tech- 
nology continues to develop at a 
logarithmic rate, the Defense De- 
partment must consider whether a 
greater share of our massive mil- 
itary establishment would not be 
as effective for security purposes 
with fewer foreign installations. 


Finally, I would contend that if 
all such efforts combined do not 
suffice to assure financial stabil- 
ity, then we must decide in terms 
of our own self-interest which 
areas of the world most need our 
assistance and there concentrate 


our aid, risky as such a choice 
might be. I am deeply convinced 
that the Western Hemisphere and 
Western Europe must remain free. 
Otherwise, freedom will fall 
around the globe like dominoes in 
a row. Of course we want all na- 
tions to enjoy the blessings of 
liberty, but we must accept the 
fact that the United States cannot 
for long be the Atlas of the world 
without danger of collapse. 

The time is obviously here 
when all peace-loving, freedom- 
loving nations must, in their own 
interest, share the burdens of pro- 
moting human advancement while 
stifling the ghastly totalitarian- 
ism that seeks to engulf us. 





*An address by Mr. Eisenhower before 
the 50th Convention of the Investment 
Bankers Association of America, Holly- 
wood Beach, Fla., Nov. 30, 1961. 
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fluctuated between 15 and 25% of 
Canada’s GNP. 


Trade Imbalance Must Be 
Corrected 


Obviously, it’s imperative that 
Canada bring its trade, particu- 
larly with the United States, into 
better balance. Prolonged trade 
imbalance for a country leads to 
the same result as prolonged im- 
balance does for a tight rope 
walker. Canadians are becoming 
realistic enough to see that the 
compensating capital inflow will 
not continue forever. And, in fact, 
they are disturbed at what this 
capital, mainly employed in eq- 
uities, could mean in terms of 
self-determination. Another 
alarming factor is that the servic- 
ing of this investment means a 
growing tide of outflow payments 
of interest and dividends. 

This aspect, I would suggest, is 
one of compelling self-interest for 
the American investor as well. 
The only real way that this 
mounting debt can be serviced is 
through a favorable Canadian bal- 
ance of trade. There are limits 
to which Canadians can go and 
are willing to go in selling assets 
to pay for interest, dividends and 
debt retirement. Beyond, only 
goods and services and returns on 
Canadian investment abroad can 
earn the foreign exchange neces- 
sary to discharging Canadian ob- 


ligations. Thus, I suggest, it be- 
hooves American investors in 
their own interest to strive for 
policies, within their own spheres 


of influence and in government, 
that will make this possible. 

A number of short-term meas- 
ures to alter the trading pattern 
could be implemented by Canadi- 
ans themselves and, indeed, some 
have been. That which has re- 
ceived greatest prominence has 
been the devaluation of the Ca- 
nadian dollar. This has given 
Canada some slight trade im- 
provement, but nothing substan- 
tial. While I believe this has 
been a useful and a necessary 
step in view of Canada’s critical 
trading position, it is only a par- 
tial and minor answer to the 
problem. In fact, there are lim- 
its to which devaluation can go 
inasmuch as the cheaper the Ca- 
nadian dollar becomes, the more 
direct investment it encourages 
and, of course, the greater the up- 
ward pressure on its value. It is 
equivalent to a tariff on all im- 
ports and an incentive on all ex- 


ports and with no selectivity 
whatsoever. 
We still hear the suggestion, 


which I consider to be about two 
decades outdated, that we settle 
al! this by relying on balanced 
multilateral trade. I was once a 
proponent of the General Agree- 
ment on Tariffs and Trade, and 
Canada has been GATT’s best 
friend and most loyal supporter. 
And, in fact, it did work for a 
while in the immediate postwar 
years but has since failed, from 
lack of adherence to its principles 
by nations other than Canada. 
The trading blocs being formed in 
various parts of the world attest 











Thc 
NORTHERN/TRUST 
l mpany 
BANK 


50 S. LaSalle St. e Chicago è Financial 6-5500 e Bell System Teletype CG 368 
New York Representatives e One Chase Manhattan Plaza e Digby 4-7400 e Bell System Teletype NY 1-853 


U.S. GOVERNMENT 
STATE and 
MUNICIPAL 
BONDS 








to GATT’s passing. And there has 
been other evidence in individual 
actions by member countries. 


“100% Discrimination” 

In speaking of GATT’s approval 
of the European Economic Com- 
munity, Professor Johnson of the 
University of Chicago says: 
“GATT embraces the self contra- 
dictory principle that discrimina- 
tion in international trade is im- 
moral unless it is 100% discrim- 
ination.” 

The European members of 
GATT have openly barred entry 
of Japanese goods although Japan 
is also a member. Perhaps this is 
one major reason why, as I sense 
it, there is more concern over 
the Japan-U. S. trading position 
than the Canadian-U. S. trading 
position. This is exemplified by 
this press dispatch in the Wall 
Street Journal dated Nov. 6, 1961, 
from Hakone, Japan: 


“Both Japan and the U. S. 
are deficit countries,’ com- 
mented Walter Heller, Presi- 
dent Kennedy’s top economic 
advisor. “Let’s export our goods 
and our problems to third coun- 
tries.” 

May I remind you that Canada 
has been on the receiving end of 
such a philosophy for decades and 
that Canada’s current concern is, 
to say the least, overdue. Inci- 
dentally, Japan’s current pay- 
ments deficit is the equivalent of 
$600 million, that is, $6 per capita. 
Canada’s is $1.1 billion, or $60 
per capita. 

Unless Canada is to attempt to 
“go it alone,” it must accommo- 
date itself either to an American 
trade bloc or to a European trade 
bloc. Any one of these three pos- 
sibilities is bound to inflict an 
economic upheaval upon her. 
“Going it alone” would perhaps 
call for the greatest sacrifice. It 
would insure maintaining her 
separate identity but at a terrific 
price. She is approaching the 
crossroads on the horns of a 
dilemma—and that is an uncom- 
fortable position to be in. 

Joining the EEC, as currently op- 
erated, would mean producing 
goods at American costs to sell at 
European prices. The “free move- 
ment of labor” clause in the EEC 
charter would mean the end of 
Canada’s long standing policy of 
selective immigration. It would 
mean transferring from the first 
fiddle desk of the Commonwealth 
Symphony to the second piccolo 
spot in the EEC band. Such is not 


true in the case of Britain’s ap- 
plication to join the EEC because 
Britain can hope to play a lead- 
ing, perhaps dominant, role in 
European economic affairs. Inci- 
dentally, I have heard countless 
complaints in the past about that 
Commonwealth Symphony and its 


old theme song “Empire Prefer- 
ence Forever,” written in Ottawa 
in 1932. 

Over the years, the U. S. has 
complained about the system of 
Commonwealth preferences. It is 
true that the chief advantage of 
Commonwealth preference was to 
give Canada and other members 
an edge over U.S. and continental 


European competition in United 
Kingdom trade and trade between 
Commonwealth countries. In fact 
this has worked to the U. S. ad- 
vantage. It has resulted in a very 


favorable balance of Canadian 
trade with the U. K., and the ex- 
cess so created has permitted 
Canada to withstand in part the 
weight of the unfavorable balance 
of trade with the U. S. The dis- 


appearance of Commonwealth 
preferences and the almost in- 
evitable balancing of Canada- 


U. K. trade is bound to dictate to 
Canada a closing of its trade gap 

with the U. S. 
Forming a trade bloc with the 
U. S. is not regarded with any 
Continued on page 80 
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enthusiasm in Canada. As a dis- 
tinguished former deputy min- 
ister of trade and commerce re- 
cently said: “In a free trade 
arrangement with the U. S., Can- 
ada would be submerged without 
a trace.” Canada is looking for a 
50-50 deal and sees none on the 
horizon; she must join some club, 
and she is looking for one where 
membership offers the same priv- 
ileges to all members. 

Even Britain decided she had to 
belong to a club, and initially de- 
cided to form her own. But then 
she changed her mind and de- 
cided to apply for membership in 
the already established one. If 
circumstances forced the U. K. to 
abandon any thought of “going it 
alone,” much more so do they 
force Canada to do the same. 


If a country, any country, had 
a choice of economic affiliation it 
would be inclined to give primary 
consideration to that economy 
which offers the biggest market 
and the best chance to be compet- 
itive. For this reason, there are 
some influential Canadians who 
would favor economic affiliation 
with the U. S. where a tremen- 
dous market has tariffs higher 
than Canada’s and where, of all 
the countries in the world, wage 
rates are the most comparable to 
those prevailing in Canada. 


More Exports Not the Answer 


In order to correct our imbal- 
ance of international trade, we 
hear much from Ottawa about in- 
creasing Canadian exports by 
vigorous selling methods abroad. 
Certainly, this idea has great 
merit and great limitations. To 
count exclusively on increased 
exports to correct the situation 
would be highly unrealistic. As 


Taken on the Cleveland Boat Ride 


I see it, this is like asking the 
Sales Department to solve the 
problems created by the Manu- 
facturing Department, the Finance 
Department and the govern- 
mental taxing authorities. Sweep- 
ing these problems under the 
Sales Department’s rug never has 
solved anything, nor is it going 
to do so. 

By my calculation, it would 
take an increase in exports of 
8.6% per year to balance imports 
and to eliminate the balance of 
payments deficit by the end of a 
five-year period, without allow- 
ing anything for retirement. To 
understand the magnitude of this 
task, contrast this 8.6% with the 
cold fact that Canada’s average 
annual increase in commodity 
exports was only 4.2% in the 
decade of the Fifties and has 
fallen to 2.3% per year during the 
last five years. This will not be 
easy to counteract in view of the 
increasing “road blocs” thoughout 
the world. We are coming to real- 
ize that foreign markets, particu- 
larly for manufactured goods, of- 
fer little hope of expanding our 
industry to optimum levels. 

Thus, we must more and more 
set our sights on the home mar- 
ket, where almost 40% of com- 
modities used are imported. The 
comparable figure for the U. S., 
incidentally, is 12%. 


A growing number of Canadi- 
ans, and many of their elected 
representatives, are swinging to 
the view that a selective and con- 
structive use of tariffs will best 
further Canada’s interests at this 
time. They believe this will be 
the most effective way of discour- 
aging some imports and of boost- 
ing domestic production to eco- 
nomic levels in our most highly- 
productive industries and thus, of 
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reaping the benefits of lowered 
production costs. 

How would such tariffs be set? 
The first decision to be taken 
would be whether a given prod- 
uct should be produced domesti- 
cally or imported. The idea is 
not that we might grow bananas 
or orchids in Canada but that we 
improve our yardsticks for deter- 
mining the products that can be 
produced economically there. The 
main criterion would be making 
the fullest and most effective use 
of our resources, but giving more 
attention to manpower than io 
horsepower. 

Because of the crying need for 
an adjustment mechanism, I think 
the U. S. should get set to see a 
more protectionist attitude taken 
in Canada in the period ahead. I 
believe it will be a necessary re- 
flex action taken only in eco- 
nomic self defense. It will be no 
more anti-foreign in spirit than 
are the protectionist fences be- 
ing erected in Europe. It will be 
just a pro-Canadian exercise in 
survival. 

Some jokester long ago de- 
scribed national financing as “one 
generation paying the last gen- 
eration’s debts by issuing bonds 
for the next generation to pay.” 
In Canada’s case, the situation is 
far more serious: we are not only 
financing our deficits by borrow- 
ing but by actually selling the 
ownership of our natural re- 
sources and our production facil- 
ities. We are in effect living off 
capital and, in the process, seeing 
control of a constant string of 
Canada’s largest enterprises go 
beyond its borders. 

Many of our American friends, 
who do not fully appreciate the 
seriousness of this situation, chide 
Canadians for being unduly wor- 
ried about it. In so doing, they 
show that they broadly misunder- 
stand Canadian motivations and 
feelings. Let me state most ex- 
plicitly that Canadians acknowl- 
edge that American (and other) 
capital has stimulated Canadian 
growth and development to a tre- 
mendous extent. Canadians fully 
realize what this has meant in 
terms of jobs and living stand- 
ards. They also acknowledge 
with appreciation that, in the 
main, this financing and control, 
where it exists, has been consid- 
erate and statesmanlike. 

But, like any self-respecting 
man—and Canadians are a proud, 
ruggedly independent people — 
the country wants to be erason- 
ably self-sustaining and reason- 
ably able to develop, direct and 
manage: its own affairs. 

Frankly, it is tiresome to Ca- 
nadians to find that many foreign 
commentators still insist on draw- 
ing a parallel between British in- 
vestments in the United States in 
its early stages of development 
and U. S. investments in Canada 
today. There is little basis of 
comparison, 


First, a qualitative distinction: 
most British investment in the 
U. S. was bond money or mort- 
gage money. When that was paid 
off U. S. citizens owned the in- 
dustry. By contrast, U. S. invest- 
ment in Canada is mostly in 
equities, which control the indus- 
try more or less indefinitely. A 
vast difference. And the control 
is extensive. Latest figures show 
that U. S. interests control 51% 
of Canada’s mining and manu- 
facturing. 

To cite a few examples: our 
auto industry is 97% controlled 
from the U. S.; our rubber goods 
industry about 90%; petroleum 
and natural gas, 71%: and our 
electrical industry, 65%. How 
would Americans feel if this were 
the situation in the U. S.? I am 
sure you, too, would be anxiously 
considering proper counter steps, 
and justifiably so. 

A second distinction, which is 
a quantitative one: foreign invest- 
ment in the U. S. at its peak, be- 
fore the First World War, only 
amounted to about 15% of Gross 
National Product. Currently it is 
down to about 3%, or about $18 
billion. Foreign investment in 
Canada is now 62% of Canadian 
GNP or, about $22 billion. Look- 
ing at it another way, U. S. in- 
vestment alone in Canada is about 
equal to total foreign investment 
in the U. S., although Canada has 
only one-tenth the population 
and one-fourteenth the U. S. GNP. 


This inflow of capital to Can- 
ada has, of course, compensated 
for, and in a manner hidden, the 
heavy negative balance in com- 
modity trade. It has served to 
keep Canada afloat. But its over- 
all impact, plus the problems of 
the nature of Canada’s trade 


abroad and of Canadian eco- 
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nomic growth are the subjects of 
closest scrutiny at this time. 
What, it might be asked, can 
Americans do to help in this mo- 
ment of Canadian re-appraisal? 
I would suggest much could be 


done simply by attempting to 
understand the scale and the ur- 
gency of our problems. They can- 
not be easily understood in the 
context of the American economy, 
which is more mature and sophis- 
ticated. They are peculiarly Ca- 
nadian problems which demand 
Canadian solutions. Canadians 
have a proud history of national 
growth and independence and 
they are naturally sensitive to 
anything which they feel places 
these in jeopardy. 

Americans can also help in a 
tangible way. Business policies 
originating there can help solve 
the export-import problem. It is 
not necessary or normal that 
Americans buy only $16 per cap- 
ita a year from Canada when 
Canadians buy about $207 from 
the U. S. We’ve seen encouraging 
examples recently, in the auto- 
mobile industry for one, where the 
U. S. purchasing purview seems 
to be broadening to include Can- 
ada. Canadian rescurcefulness 
and diligence have been able to 
compete in many instances with 
much larger American sources of 
supply. The possibility of provid- 
ing one or two component parts 
on a continental-volume basis is 
a tremendous boon to Canadian 
industry, yet it represents a negli- 
gible loss to bustling American 


enterprise. This practice might 
well be encouraged. 
Canadians have noted with 


some concern a recent suggestion 
in this country that the U. S. 
Government take steps to force 
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Canadian subsidiaries of U. S. 
firms to abide by U. S. trading re- 
strictions based on world political 
considerations. Such action Ca- 
nadians would regard as violation 
of their sovereignty. 


One of Canada’s leading states- 
men suggested a few years ago 
that friendly relations between 
Canada and the United States 
could not be expected to come 
easily or automatically. That is 
true of any good relationship; it 
requires constant attention and 
consideration. This is particu- 
larly so at the present time when 
both countries are faced with 
challenges at home and both are 
seeking the best long-term solu- 
tions. 


Critical Days for Canada 

These are particularly critical 
days for Canada, which feels in- 
creasingly that its problems are 
not transitory but indeed are be- 
coming chronic, and that they call 
for bold and imaginative think- 
ing and action. Canadians in 
large part feel that measures 
taken—or not taken—at this vital 
stage in their history will deter- 
mine their whole socio-economic 
future. And they look for and 
hope for the understanding and 
co-operation of their powerful 
neighbor. In the case of the 
trade imbalance, for example, 
they feel that U. S. policies con- 
tribute significantly to the prob- 
lem. In that of foreign control of 
Canadian industry, they simply 
intend to remain masters in their 
own house. 

I would suggest that co-operat- 
ing with Canadians in the attain- 
ment of their aspirations would 
be clearly in your own self-inter- 
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est. In international politics, a 
good friend is a valuable asset in- 
deed. Especially so in today’s in- 
creasingly bitter and emotional 
political arenas where the emerg- 
ing nations often look to neutral- 
ist middle powers for their cues. 


Even more important, the 
United States vitally needs Can- 
ada as a strong military ally, 
especially when it is considered 
what a large hunk of geography 
Canada owns. Strategically, it is 
essential that this vast territory 
separating the U. S. from the 
Soviet Union continue to be an 
example to the world of interna- 
tional friendship and of joint co- 
operation in defense measures. To 
do this effectively, Canada must 
have the proper motivation, based 
on friendly understanding and 
economic vitality. 


Finally, a solidly-based, healthy 
Canadian economy is the best 
guarantee of security for the bil- 
lions in American capital now in- 
vested there. It is a matter not 
only of the protection of this in- 
vestment but the servicing of it 
and over the decades to come the 
repayment of it in large measure. 
This will only be firmly under- 
written when Canada gets back 
on a sound trading and operating 
basis. 


Our continued friendly co- 
operation, based on mutual re- 
spect and consideration, will pro- 
vide enduring grounds for our 
mutual advancement. The only 
possible drawback is that this will 
probably also underwrite a billion 
more speeches about our neigh- 
borly bliss. 


*An address by Mr. Lank before the 
50th Annual Convention of the Invest- 
ment Bankers’ Association of America, 
Hcllywood Beach, Fla., Nov. 27, 1961. 
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into plowshares, most people be- 
lieve peace would be greatly ad- 
vanced. In the interest of its own 
security, the United States has 
therefore been engaged ever since 
the end of World War II in an 
effort to find a sensible means of 
bringing about the reduction or 
the control of arms. It has itself 


set some imposing examples, all 
so far, however, with little suc- 
cess. 

I am not going to give an ac- 


count of all the efforts which 
have been made or all the fail- 
ures. I was part of a serious effort 
and a serious failure this last 
spring and summer to make some 
progress. I had unjustified hopes 
that with serious preparation and 
goodwill a far-reaching agreement 
on the banning of nuclear tests 


could be reached. I felt that if we 
made this significant first step, 
other constructive programs could 
be expected to follow. I am forced 
now to admit that disarmament, 
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and indeed the cause of peace, 
received a severe setback from the 
manner in which those negotia- 
tions were conducted at Geneva. It 
is now perfectly apparent the So- 
viets during the full course of the 
negotiations far from seeking an 
agreement were simply awaiting 
the proper moment to test. Their 
subsequent tests were of such a 
nature as to prove that intensive 
preparation for them must have 
been under way during the whole 
period of the negotiations, if not 
before. 


Kremlin’s Duplicity Magnifies 
Problem 

Indeed I think the duplicity 
which marked those negotiations 
was not only a setback for dis- 
armament hopes, but it has cast 
a dismal cloud of distrust over 
any renewed United States-Soviet 
exchanges. And if it be con- 
tended, as the Soviets have, both 
during the course of the negotia- 
tions and after, that we are like- 
wise in bad faith, the answer is 
that on three separate occasions 
—once to Mr. Zorin, once to Mr. 
Gromyko, and once to Mr. 
Khrushchev himself, I made the 
proposal that we undertake a 
mutual inspection of our respec- 
tive proving grounds to determine 
what, if any, preparations were 
being undertaken. I believe Mr. 
Dean also made the same pro- 
posal. In each case I was told this 
was not practicable. Why it was 
not is now apparent. 

All this presents a most dis- 
couraging prospect, yet the grim 
urgency is still with us and in 
view of the character of the risks 
we run, I suggest that no one of 
us is performing his full duty if 
he is merely complacent or re- 
signed. The matter is far too im- 
portant to leave the entire subject 
of avoiding a thermo-nuclear dis- 
aster to the imagination and en- 
ergy of the diplomats and the 
soldiers. Behind their decisions 
and actions there must exist a 
body of knowledgeable public 
opinion to support and stimulate 
government officials to well 
thought out methods of dealing 
with this vital subject. In spite 
of frustrations and distrust, the 
search for the means of honorably 
avoiding war in the settlement of 
our international disputes must 
go on for there is no other rea- 
sonable alternative. And the fact 
is it will go on unless there is a 
war. It is for this reason the Con- 
gress passed the Arms Control 
and Disarmament Bill at the last 
session because it saw the neces- 
sity for continuity of effort and 
application in connection with 
this problem. Republicans and 
Democrats alike joined in passing 
the bill with very substantial ma- 
jorities. 

Disarmament, of course, is not 
synonymous with peace and it 
must be recognized by ourselves 
and by the Soviets that if any 





hope for a general and complete 
disarmament program can be en- 
tertained, some better methods of 
settling our disputes without force 
or threats of force must be de- 
veloped in parallel with progress 
on disarmament. 


United Nations No Hope 


Today, unfortunately, the 
United Nations does not afford 
afford much hope for constructive 
action, particularly after the dis- 
appointing spectacle which took 
place among the so-called non- 
aligned or neutral nations as they 
shrank away frem any definite 
response to the Soviet’s resump- 
tion of testing in outright viola- 
tion of the moratorium. This spec- 
tacle was unfortunate for there is 
a great need for the existence of a 
moral opinion or standard in the 
world if progress towards disarm- 
ament is to be made, but all pre- 
tense to such authority must be 
abandoned if criticism is only to 
be directed against those who are 
not to be feared and moderated 
towards those who are. Nor is any 
moral restraint likely to follow 
if these nations seek only to 
equate responsibility where there 
is no equation. The abdication on 
the part of the non-aligned na- 
tions at Belgrade and to a large 
part in the Sixteenth General As- 
sembly of the United Nations must 
be marked as another real setback 
to the program towards peace. I 
shudder to think what the reso- 
lutions would have been at Bel- 
grade or in the General Assembly 
had we been the first to resume. 


The chief need is to find and 
put to better and more frequent 
use an accepted means of settling 


our international disputes by the 
arbitrament of reason and law 


rather than war. Unless we do, 
we shall, as I say, never have full 
or perhaps even significant dis- 
armament. We may have some 
forms of arms control which may 
be beneficial, but these will be 
soon swept away if we do not find 
a more stable means wherein our 
procedures for settling interna- 
tional disputes are maintained 
and effectively used. 


World Court Impotent 


The World Court has not been 
used to any appreciable degree. 
Too many reservations have been 
filed against its jurisidiction and 
few important matters have been 
brought to it. We have our own 
Connolly Amendment which 
would restrict our recourse to the 
Court, and others have expressed 
even more definite refusals to put 
their disputes before its jurisdic- 
tion. A good bit of study and 
thought has been given to the ne- 
cessity for setting up new insti- 
tutions of a more far-reaching 
character to settle disputes, but 
none at the moment appear likely 
of early adoption. 

We must, I feel, continue to do 
all we can to eliminate the arms 
race, not because this in itself 
would insure peace, but because 
an arms race, in itself, so fre- 
quently constitutes a threat to 
peace. In spite of setbacks, I do 
not despair of establishing a pro- 
gram of disarmament and arms 
control in which the Soviets would 
participate and which would ad- 
vance the cause of peace. I believe 
many of the same considerations 
which weigh upon us must weigh 
upon the Soviet Union as well, 


and I have met among the Soviet 
officials some whom I was fully 
convinced were both sincere and 
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ger to conclude effective agree- 
ents. I cannot say, particularly 
, the light of this summer’s ex- 
erience, that I am sar guine, but 
am still hopeful that soorer or 
ter results will be achieved. 
What I do repeat is that this 
sue of war and peace, of which 
‘isarmament is only an aspect, is 
xe greatest we face today for it 

no less than the problem of 
urvival. As such I suggest, to 
araphrase Lloyd George’s re- 
narks about the generals in war, 
t is too important to leave en- 
irely to the government. 


The Russian Threat 


I believe the problem must be 
ittacked on very bread lines. We 
nust not only give thought to dis- 
1rmament and arms control plans 
neluding a better means of set- 
ling our international disputes, 
ve must also give serious thought 
to new political forms to meet 
ome of the newer challenges 
which the last part of the Twen- 
tieth Century have thrown at our 
feet. We all realize we are now 
going through a profound scien- 
tific revolution, one of the most 
far-reaching in history. We have 
found ourselves. stimulated or 
compelled to adopt many new 
radical approaches to all of our 
problems. The emphasis on re- 
search, on scientific application, 
on new mathematical and art 
forms, on the speed of communi- 
cation—all make us realize that 
our horizons have been extended 
to a degree comparable to the 
great reaches of the Renaissance. 
We see it on all sides in business 
—in the new methods, the new 
services, the new equipment—and 
I suggest we must also examine 
new economic and political forms 
in order to keep pace with the 
new demands. 

A part of this great phenom- 
enon of our times is that we are 
faced with a vast new expression 
of force and thought arising out 
of the emergence, at long last, of 
the great continent of Russia into 
the place that Tocqueville so long 
ago prophecized it would occupy. 
This movement, held back by op- 
pressive and inept governments 
over centuries, with a political 
and social concept borne of revo- 
lution, has burst forth in coinci- 
dence with the new demands of 
large areas of the worid for im- 
proved living conditions. A dic- 
tatorship more powerful than any 
heretofore established has ex- 
tended its influence over China 
and large portions of Southeast 
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Asia and is threatening India. 
Africa and South America. Though 
its efforts to seize Europe failed 


the intent to dominate is still 
there. 
All this transcends national 


boundaries, and it challenges all 
those nations and peoples who, 
after long periods of development 
and reform, have arrived at a 
representative form of govern- 
ment and a good standard of liv- 
ing based on the free choice of 
the people and the free expression 
of their views. It is an old strug- 
gle in a new form, but it is com- 
plicated as never before by the 
existence of these mass destruc- 
tion weapons which, if let loose, 
would substantially destroy the 
values which have so painfully 
been built up. 


Challenge to Free World 


It is clear that at this juncture 
of history the Free World cannot 
remain static and hope to offset 
the forces which now challenge it. 
The Free World cannot fail to take 
the steps which would enable it 
to present its strength and de- 
termination clearly and forcibly 
in the path of those who would 
subvert or destroy it. Perhaps 
more important than merely 
meeting an exterior challenge, it 
is incumbent upon the Free 
World as a matter of its own duty 
to itself to reach and express its 
full potential. It is a reflection 
upon its own capacity that its own 
vision limits its strength at a time 
when so many demands exist 
throughout the world on its lead- 
ership and the contributions which 
it can make to less favored nations 
and peoples. 

With the speed of communica- 
tion which exists today, when one 
can be in London and San Fran- 
cisco on the same day, we should 
begin to recognize that our na- 
tional boundaries cannot long con- 
tinue to serve as barriers to com- 
mon policy. 

For far too long a period, Eu- 
rope has been emphasizing its 
weaknesses. The time has clearly 
come to emphasize its strength. 
Something over 200,000,000 people 
—industrious, skillful, cultured, 
experienced—with a splendid sys- 
tem of communication, striking 
juxta-position of coal and iron, a 
steel capacity greater than that of 
the Soviet Union and China com- 
bined, a depository of what may 
still be the finest managerial and 
technical skills that exist—all 
these things suggest its strength 
and its power. Already some radi- 
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cal steps have been taken to in- 
tegrate this strength along eco- 
nomic lines and the results have 
been close to spectacular. They lie 
not alone in the economic sphere 
for the rapproachment between 
France and Germany has already 
given an indication of what might 
be accomplished along political 
lines. Great Britain is now exam- 
ining the prospect of joining the 
Common Market and what its im- 
plications are, with the real like- 
lihocd that the formula will be 
found to enable this impressive in- 
tegration with the European Com- 
munity to take place. If this com- 
posite of Great Britain and Europe 
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could in due course be joined with 
the resources and strength of the 
United States and the Americas on 
the basis of a common economic 
interest and a solid political pur- 
pose, I suggest many of our pres- 
ent problems would fall into place. 

The Sino-Soviet mass, in the 
face of such a combination of 
strength and ideology, would im- 
mediately be reduced to a more 
reasonable perspective. The ac- 
cumulation of capital, skills and 
markets, whether for raw ma- 
terials or finished products, which 
such a community of interest 
would represent, would so far out- 
distance any similar accumula- 
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tions in the Communist world, that 
the approach to the problem of the 
under-developed world from the 
Free World would be made im- 
measurably more effective. 

The issue of war and peace 
would stand in a much easier way 
of solution. No matter how great 
the ambitions or how sizeable the 
forces of any group with a bent 
for world domination, it could not 
seriously contemplate an attack 
on such a combination of strength. 
The prospects for a true era of 
co-existence would be greatly ad- 
vanced. The knotty problem of 
the United States balance of pay- 

Continued on page 84 

































A new million-dollar scout camp... 







New homes... 


New expressways... 


New schools... 


THE DAYTON POWER AND LIGHT 
25 N. Main Street 
An investor-owned company 






l 
\ 
9 \ 

A 


y : < } 
A f 
ho 5 aw 

¥mbol ot 2% 


— 


Q, i 


COMPANY 
Dayton 2, Ohio 














“{ 








84 


Continued from page 83 
ments could be adjusted, just as 
the balance of payments of the 
individual European nations have 
so largely been adjusted by the 
economic integration of Europe. 
Many will see in this a very 
large order, but the exigencies we 
face are also of a large order. The 
Communist world is in the process 
of marshalling vastly divergent 
peoples and nations to the ac- 
ceptance of their strength and 
their ideology. At the same time 
it is doing its level best to keep 
the Free World divided, off bal- 
ance and frustrated. Even if there 
were no Communist threat, there 
would, as I have suggested, be 
good reason to give thought to this 
objective, but the Communist 
moves should greatly stimulate 
our own thinking in this direction. 


Not Advocating Super State 

I am not advocating a new 
super state, but I do insist we 
must seek new and better forms 
wherein our common economic 
and political interests can be 
weighed, determined and acted 
upon. We already have something 
in the nature of an expression of 
our common military strength in 
NATO, although this is far from 
being at its full potential. We may 
have to set up some political in- 
stitutions in which these great 
problems which for a long time 
have been fully identified, can be 
dealt with and a common policy 
worked out in regard to them. 
I believe we have been deflected 
by too concentrated attention on 


the moods and attitudes of those 
whose directions are still uncer- 
tain or unformed, and we have not 
given enough attention to the 
preservation of the strength and 
purposes of those who are already 
committed to the principles of in- 
dividual freedom and initiative. 
Our economic position demands it, 
because before long we shall be 






challenged seriously in the eco- 
nomic field by the productive 
capacity of the Soviet Union and 
its satellites. Our political posi- 
tion demands it for as these recur- 
rent crises occur it is obvious that 
we must have a better means of 
uniting our policy and expressing 
it promptly than has been the 
case thus far. Of all periods in our 
history when isolation or provin- 
cialism, or for that matter, nation- 
alism, has been proven inade- 
quate as it is now, it is almost 
incongruous to hear that a tend- 
ency in this direction is gaining 
momentum throughout certain 
sections of the country. 


Now I have covered a rather 
wide front and perhaps rambled 
a bit. I started out by referring to 
our balance of payments problem, 
trying to emphasize its relation- 
ship to our general position in the 
world, and even to the matter of 
our security and the problem of 
peace and war. I have urged the 
interest of investment bankers as 
dealers in values, as well as re- 
sponsible citizens, in the consider- 
ation of these problems. We have 
moved rather far away from the 
market place wherein most of us 
have to make a living, but the 
market place is traditionally a 
well informed, knowledgeable and 
tolerant part of the community. If 
those in the market place do not 
look up and view the outside 
world from time to time, who else 


will be disposed to do it? I have al- 
ways been intrigued by the com- 
ment Thomas Carlyle made when 
he was informed that the famous 
lady philosopher and critic of his 
and her day, Margaret Fuller, had 
finally decided to accept the uni- 
verse. “By gad, she’d better,” said 
Carlyle, and I think you invest- 
ment bankers get the point! 





*An address by Mr. McCloy before the 
50th Annual Convention of the Invest- 
ment Bankers Association of America, 
Hollywood Beach, Fla., Nov. 29, 1961. 
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mestic and municipal purposes is 
not consumed so as to be subse- 
quently unavailable. Much of this 
water can be reused, and it is evi- 
dent that far more can be done 
in this direction. Important areas 
of reuse are industrial waste wa- 
ters and sewage. Approximately 
one-half of all the water used by 
industry is required for process 
cooling water and boiler feed. 
Only 2% of all the water used by 
industry is actually consumed, 
with the remainder returned as 
waste to natural sources. 

There are a number of ways in 
which industry can conserve the 
water it uses. These are (1) con- 
servation of fresh water by sub- 
stitution of sources (2) reduction 
in water use and waste of waters 
(3) recycling (4) multiple reuse 
and (5) reconditioning of water 
and wastes. 


Reuse 


Conversion by substitution of 
source can be employed by use 
of saline or brackish water for 
cooling processes wherever fea- 
sible. This is presently done to a 
large degree by industries manu- 
facturing petroleum and coal 
products in California, Massa- 
chusetts and New Jersey; petro- 
leum and primary metals in 
Maryland and chemicals and 
allied products in Texas. Planned 
reuse of sewage effluents is an- 
other approach to conservation of 
fresh water. A good example of 
how this is done is the experience 
of Bethlehem Steel Company. Its 
Sparrows Point, Maryland plant 
requires a total of some 600 mil- 
lion gallons daily of cooling 
water. Most of this water is 
pumped from (Chesapeake Bay 
but because of its salinity this 
water is unsuitable for many ap- 
plications. For this purpose the 
company has since 1942 used the 
sewage effluent produced at the 
Back River, Baltimore treatment 
plant whose output is transported 
to the steel plant. Daily use of 
this effluent has risen to 125 mil- 
lion gallons. 

xk k * 


Many industries have employed 
the procedure of reuse of plant 
waste water to a substantial de- 
gree. The following table indi- 
cates the percentage of water re- 
use by various industries. 


Industry: Percent 
L 98 
Paper and pulp---------- 52 
Chemicals and drugs_-_-_-_-_- 35 
Autos and aircraft________ 25 
rr 25 
Stone and glass__________ 25 
Lumber and furniture____ 23 
Miscellaneous _______-~_- 22 
Foods, beverages________- 22 
Optical and medical______ 21 
ood a 19 
Toys and sport goods___. 19 
Nonferrous metals______~- 18 
Machinery and tools____- 15 
Apparel and textiles____- 14 
|e A = ae 
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Office of Saline Water 

After the war the apparent 
acute shortage of water in arid 
areas of the nation and elsewhere 
and excessive use of underground 
water throughout the country led 
President Harry S. Truman in 
March, 1950 to request the Secre- 
tary of the Interior and the heads 
of several other Federal depart- 
ments and agencies to secure in- 
formation and legislation on the 
large scale conversion of salt 
water. This resulted in Congress 
passing the Saline Water Act of 
1952. The Act established the Of- 
fice of Saline Water under the 
Department of the Interior and 
authorized the appropriation of 
$2 million for a five year research 
program. The objective of this 


program was to develop eco- 
nomically feasible processes for 
converting sea water and other 
saline water to fresh water of a 
quality suitable for agricultural, 
industrial, municipal and other 
beneficial uses. 

In 1955 Congress amended the 
1952 Act by increasing the total 
authorization from $2 million to 
$10 million providing for the re- 
search, development and con- 
struction costs of pilot plants and 
extending the life of the program 
through fiscal year 1963 with an 
additional three years to complete 
contracts and compile results of 
the studies. 


Demonstration Plants 


In 1958 Congress enacted an- 
other law providing a second $10 
million authorization for the con- 
struction and operation of at least 
five saline water conversion 
demonstration plants to test and 
demonstrate the reliability of en- 
gineering, operating and economic 
potentials of sea or brackish 
water conversion processes. This 
law stipulated that at least three 
of the plants be designed for the 
conversion of sea water and that 
each of two plants so designed 
have a capacity of not less than 
1 million gallons per day. Two of 
the plants were to be designed 
for the treatment of brackish 
water and at least one of these 
plants was to have a capacity of 
not less than 250,000 gallons per 
day. One of the sea water plants 
was to be located on the East 
Coast, one on the West Coast and 
one on the Gulf Coast. One of the 
brackish water plants was to be 
located in the Northern Great 
Plains and the other in the arid 
areas of the Southwest. 

A great deal of interest has 
been evoked in the saline water 
program and the demonstration 
plants. Over 200 communities ap- 
plied for location of one of the 
demonstration plants, supporting 
the prediction of the Office of 
Saline Water that within the next 
decade more than 1,000 cities will 
be forced to convert saline or 
brackish water for drinking pur- 
poses. The final location of these 
facilities and the methods of con- 
version to be used have been 
determined, and the first demon- 
stration plant has been in opera- 
tion since June, 1961. A descrip- 
tion of these plants follows. 


Freeport, Texas was dedicated 
in June, 1961. This is a 1 million 
gallons per day capacity plant for 
sea water conversion employing 
the long tube vertical multiple 
effect distillation process. In this 
process sea water is pumped into 
a series of vertical evaporators 
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contain a nest of 
tubes. The sea water is boiled in- 
side these tubes. Brine is sepa- 
rated from the steam produced 


which long 


by boiling. This steam is then 
condensed as fresh water. This 
plant was constructed by Chicago 
Bridge and Iron Company with 
the engineering work handled by 
W. L. Badger & Associates of 
Ann Arbor, Michigan. It will sell 
water to the city of Freeport and 
Dow Chemical which is also in- 
terested in the residue effluent of 
concentrated brine. It is note- 
worthy that the Freeport plant 
was damaged only to a relatively 
minor degree by Hurricane Carla 
and was back in operation after 
a week. Meanwhile the fresh 
water in its storage tanks was 
made available to stricken resi- 
dents. 

Point Loma, San Diego, Cali- 
fornia is scheduled for comple- 
tion this November. This is a 1 
million gallons per day capacity 
plant for sea water conversion 
employing the multi-stage flash 
distillation process. In this process 
a superheated brine solution is 
piped into vacuum chambers 
where the lower pressure causes 
it to flash (boil suddenly) and 
release steam. The steam then 
rises to contact coils at the top 
of the chamber, condenses and 
drips as fresh water into collect- 
ing troughs below. This plant is 
being built by Westinghouse Elec- 
tric Corp. Flour Corp. is doing 
the engineering. 

Webster, South Dakota is 
scheduled for completion in 
Noveraber also. This is a 250,000 
gallons per day capacity plant for 
brackish water conversion by 
electrodialysis. In this method 
the water is subjected to an elec- 
trical field which attracts or re- 
pels the electrically charged min- 
eral particles (ions). Selective 
plastic membranes block the ions 
before they can reach the elec- 
trodes and trap them in a waste 
brine compartment while de- 
salted water flows through to an- 
other compartment. This plant is 
being built by Asahi Chemical 
Industry Company of Japan. En- 
gineering is being accomplished 
by the Austin Company of Cleve- 
land, Ohio and Detroit, Michigan. 


Roswell, New Mexico is getting 
underway. This will be a one mil- 
lion - gallons - per - day - capacity 
plant for brackish water con- 
version using the forced circula- 
tion vapor compression process. 
This calls for water to be pumped 
into a heat exchanger in an 
evaporation chamber where it is 
boiled. The resulting steam is 
further heated in a compressor 
so that it can be reused as the 
evaporator heating medium be- 
fore being drawn off as fresh 
water. Construction contracts 
have not yet been let. Engineers 
are Catalytic Construction Co., 
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Philadelphia, Pa., a subsidiary of 
Houdry Process Corp. 

Wrightsville Beach. North 
Carolina will be a 250,000-gallons- 
per-day-capacity plant for sea 
water conversion by the freezing 
process. In this approach sea 
water is turned into a slurry of 
ice crystals and brine either by 
cooling with flash evaporation in 
a high vacuum chamber or by 
evaporating a hydrocarbon sol- 
vent in contact with the sea 
water. The ice crystals are then 
removed mechanically and melted 
into fresh water. Engineering for 
this plant will be done by The 
Lummus Co., New York, N. Y. 
Construction contracts have not 
been let as yet, but Carrier Corp. 
and Blaw-Knox Co. are con- 
sidered likely candidates. 

Other communities needing ad- 
ditional water facilities which 
ranked high on the list of appli- 
cants for a demonstration plant 
were: Brownsville - Port Isabel, 
Texas; Tampa Bay area, Florida 
(Bradenton); Key West, Florida; 
Elizabeth City, North Carolina; 
Virginia Beach, Virginia; Atlantic 
City, New Jersey; Suffolk County, 
New York (Long Island); Wichita 
Falls, Texas; Alamogordo, New 
Mexico and Oklahoma City, 
Oklahoma. 


Research and Development 


The Office of Saline Water has 
been very interested in research 
and development work in the 
field of saline or brackish water 
conversion, although its efforts to 
date have been primarily con- 
fined to engineering development. 
It hopes to devote more emphasis 
to basic research in contrast to 
applied research. Low cost saline 


water conversion is a challenge 
which has not been satisfactorily 
solved to date. New ideas and 
new processes are needed and can 
be achieved only through fun- 
damental research. Existing 
processes can be improved upon, 
but are probably not the besi that 
can be developed. 

The big problem in this area 
is not to convert the water to 
fresh, but how to do it at low 
cost. This presents many chemical 
and mechanical problems of con- 
siderable magnitude. The end re- 
sult of many natural phenomena 
are known, but how they occur 
is not. It is known, for example, 
that salt dissolves in water and 
that the process requires very 
little energy. If it was also known 
how this was accomplished, it 
might be possible to reverse the 
process to remove dissolved 
solids. Most scientists and en- 
gineers agree that the most ef- 
fective and economical means of 
saline water conversion remains 
to be discovered and that the 
foundation of an effective pro- 
gram is continuous, fundamental 
research. This may permit at- 
tainment of a major break- 
through. 


Budgeted expenditures of the 
Office of Saline Water for research 
and development have been about 
one-quarter for basic research and 
three-quarters applied research. 
Thus far under the 1952 and 1955 
laws, $9.3 million has been spent 
for this purpose. Under the 1958 
law providing for demonstration 
plants, appropriations totaling 
$8.6 million through fiscal year 
1962 have been received. 

A part of the spending for re- 
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search and development has been 
for pilot plants. A pilot plant is a 
small research facility designed to 
test and develop new or improved 
saline water conversion processes. 
A demonstration plant on the other 
hand is designed as a production 
unit, with much larger capacity 
than a pilot plant, to provide data 
on engineering, operating and eco- 
nomical potential of a conversion 
process. A number of pilot plants 
are in operation and more are 
planned. Two distillation research 
facilities are operating at Harbor 


Island, Wrightsville Beach, North 
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Carolina and one at the Battelle 
Memorial Institute, Columbus, 
Ohio. Four electrodialysis units 
are under test at the Bureau of 
Reclamation Laboratories, Den- 
ver, Colorado. A 15,000 gallons per 
day freezing process pilot plant 
was developed by the Carrier Cor- 
poration and is in operation at 
Wrigntsville Beach, North Caro- 
lina. It utilizes a direct freeze- 
evaporation process. Three solar 
distillation plants are under de- 
velopment at Daytona Beach, 
Florida. A 35,000-gallons-per-day 


pilot plant is located at St. 
Petersburg, Florida. This was de- 
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veloped by Blaw-Knox Company 
and utilizes an iso-butane direct 
contact freeze process. 


Extension of Work of Office of 
Saline Water 


In view of the importance of 
and interest in this program and 
the fact that original appropria- 
tions and time limits are running 
out, Congress has taken up the 
matter of extending this work. 
Hearings were held by Congres- 
sional Committees this spring and 
summer with the result that the 
House of Representatives passed 
a bill authorizing an additional 
$50 million for the saline water 
conversion program and extended 
its time for an additional five 
years beyond 1963. Shortly there- 
after the Senate approved legisla- 
tion to spend $100 million over a 
ten year span. The final com- 
promise was $75 million for a six 
year period (fiscal 1962 through 
fiscal 1967). This bill (H. R. 7916) 
has been passed and become law. 
It is apparent, therefore, tnat a 
vast stepup of governmental ac- 
tivities in this field will take 
place over the coming years. 


The future program will em- 
phasize broad basic, fundamental 
research to supply new ideas and 
data to develop the best and most 
economical processes and methods 
for converting saline water into 
water suitable for beneficial con- 
sumptive purposes. Low cost de- 
salination is the ultimate objec- 
tive. Methods of recovering and 
marketing commercially valuable 
byproducts resulting from saline 
water conversion will also be 
studied. 


Cost Factors in Saline Water 
Conversion 


In its work thus far, the Office f| 


of Saline Water has accomplished 
many satisfactory results. One of 
these has been to reduce the cost 
of producing fresh water through 
conversion of saline water. During 
the period in which existing leg- 
islation has been operative the 
cost of converting water has been 
reduced from $5 to $1 per 1,009 
gallons. Much credit for this re- 
sult must go to private companies 
that have been active in this field 
for some time, but the Office of 
Saline Water has pushed forward 
the work and directed efforts to 
develop processes and plants 
which have been of great help in 
reducing costs. It is expected that 
demonstration plants now oper- 
ating or scheduled to operate will 
be a factor in further cost reduc- 
tions. It must be recognized, how- 
ever, that achievements have been 
largely engineering, and from this 
point on, it will become increas- 
ingly difficult to lower conversion 
costs any further with existing 
processes. Some benefits will de- 
rive from larger plant size, of 
course. It is possible to extrapolate 


a specific plant into one of greater 
capacity and envision cost savings 
up to optimum maximum. 

In determining the cost factor, 
the capital costs of the converting 
plant are included on a basis of 
20 year amortization and an in- 
terest rate of 4%. The desired ob- 
jective is to provide water at a 
price of 40¢ or less per 1,000 gal- 
lons to make it economically at- 
tractive for industry and munici- 
pal uses in the more critical areas. 
However, in determining what is 
a competitive price, it must be 
understood that there are wide 
variations in water rates through- 
out the country. A number of ad- 
ditional factors should be taken 
into consideration also. For one 
thing, the figure of natural water 
cost may not actually be as cheap 
as the consumer is led to believe. 
In a town using highly mineral- 
ized water where the monthly 
water bill may be $4-$5, the fol- 
lowing additional water expenses 
might be commonplace: (1) pur- 
chase of bottled drinking water 
$3-$6 per month; (2) home soften- 
ing $3-$10 per month; (3) excess 
corrosion due to the highly min- 
eralized nature of the water $4-$6 
per month; (4) excessive consump- 


tion of soaps and detergents $4-$5 
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per month. Thus the actual cost in 
such a town is likely to be far 
higher than the water bill. All of 
these extra expenses would be 
avoided with distilled water. In 
suburban areas some people have 
their own wells and facilities. In 
this case expenses include amor- 
tization of the original cost, in- 
terest, maintenance, power and 
salt for regeneration and softener. 
When you add these all together, 
it is likely to be found that costs 
per 1,000 gallons used may weli 
exceed $1. 
$ * + 

It should also be remembered 
that many areas of the country are 
actually paying far higher water 
bills than the 40¢ per 1,000 gal- 
lons figure. These are arid places 
or those that have some special 
problem in obtaining adequate 
supplies of fresh water. For ex- 
ample, the city of Coalinga, Cal- 
ifornia was forced to haul fresh 
water in by tank cars when its 
own supply became too salty. Its 


costs for this water was $9.35 per 
1,000 gallons. About two years ago 
Ionics, Inc. constructed an electro- 
dialysis plant here by which the 
city is now getting its domestic 
water supply at about $1.45 per 
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1,000 gallons. For this location 
such a price is cheap. 

In a recent talk by the president 
of Ohio Water Service Company 
reference was made to a report of 
the Ohio Division of Water stating 
that water has too long basked 
under the halo of being regarded 
as a cheap utility. A more realis- 
tic appraisal suggests that water 
is going to cost more money or 
there will be growing problems 
of so-called water shortages. Ohio 
is a state enjoying ample water re- 
sources. The president pointed 
out that the water supplier is not 
selling water but water service. 
With an expanding population and 
usage of water and attendant 
water service problems, this serv- 
ice has become more costly and 
requires higher water rates. With- 
out them either subsidization is 
necessary or the water service 
will become inadequate. 

A private water consultant has 
estimated that at conversion costs 
of $1.00 per thousand gallons, 
some 11,000 communities in the 
next 15 years will find it cheaper 
to convert saline water than to 
pipe in fresh or otherwise boost 
supply. 

Water for irrigation is generally 
available at far lower prices per- 
haps in the area of 12¢ or less 
per 1,000 gallons. Agricultural 
water is measured in terms of 
acre-feet. There are 326,000 gal- 
lons in one acre-foot. It does not 
now appear that any presently 
used conversion processes will be 
able to provide water for irriga- 
tion at less than $100 per acre- 
foot. This compares with the high- 
est price now being paid in the 
United States of $25 per acre-foot 
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for special crop purposes. Normal 
prices run from $1.50 to $4.00 per 
acre-foot. Thus at this point con- 
version water for agriculture does 
not appear economically feasible 
in this country. 


Contracts Let By Office of 
Saline Water 


Perhaps the most importani 
contribution of the Office of 
Saline Water thus far has been to 
stimulate the interest of industry 
in developing low cost saline wa- 
ter conversion processes. Through 
funds at its disposal it has let 
contracts to a large number of 
private corporations as well as re- 
search organizations for work in 
various phases of this field and for 
the construction of demonstration 
plants. In addition it has partici- 
pated in technical meetings and 
activities of the American Chem- 
ical Society, American Institute 
of Chemical Engineers and Amer- 
ican Water Works Association. 

* x * 


Principal Conversion Processes 


The Office of Saline Water has 
been responsible during its ex- 
istence for a number of improve- 
ments in existing processes for 
saline water conversion and has 
explored new ones. There are at 
present four principal processes 
for conversion of saline or brack- 
ish water. These are distillation by 
boiling, solar distillation, mem- 
brane and ion exchange and 
freezing. Much more research and 
development work is needed. 
Different processes have been and 
will ke developed having advan- 
tages for particular applications. 


They live in big 
cities, in towns and vil- 
lages, on farms. Quite a 
few are customers of 
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Some processes are best for sea 
water conversion, others for treat- 
ing brackish waters. Some are 
especially adaptable for use in 
household type units or other 
small installations, others are most 
economically feasible in multi- 
million gallons per day capacity 
plants. Additional factors deter- 
mining suitability are associated 
with location, such as fuel costs, 
weather conditions, waste disposal 
conditions and product purity re- 
quired. 
x $ 


Principal Commercial 
Installations 

There are a number of saline 
water conversion units now in 
commercial operation in this 
country and other parts of the 
world in addition to those already 
mentioned. Most of them employ 
the distillation process. Among 
these are the following:* 


Location and Manufacturer: 

Aruba (Caribbean) 
G. & J. Weir 

Kuwait (Persian Gulf) 
Westinghouse 

Kuwait (Persian Gulf) 
Weir & Westinghouse 

Nassau, Bahamas 
G. & J. Weir 

Curacao (Caribbean) 
G. & J. Weir 

Isle of Guernsey 
G. & J. Weir 

Las Piedras, Venezuela 
Griscom-Russell 

Kuwait (Persian Gulf) 
Richardson, Westgarth 

Marcus Hook, Pa. 
Westinghouse 

Mirafiori, Italy 
Escher-Wyss 

Virgin Islands (U. S. Govt.) 
Aqua-Chem 

Kindley Air Force Base 

(Bermuda) 

Aqua-Chem 

Aircraft Carriers (U. S.) (each) 
All manufacturers 

Gibraltar 
Aqua-Chem 


Dharan Air Force Base (Arabia) 


Aqua-Chem 
Pacific Gas & Electric 
(Morro Bay, Calif.) 
Lummus Company 
Buenos Aires, Argentina 
Escher-Wyss 
Thule Air Force Base 
(Greenland) 
Mechanical Equipment 
Govt. of Ecuador (Salinas) 
Aqua-Chem 
Arrowhead & Puritas Co. 
(Los Angeles, Calif.) 
Aqua-Chem 
Southern California Edison 
(Oxnard, Calif.) 
Aqua-Chem 





Bermuda (Hotel Service) 
Griscom-Russell 


Destroyers (each) 

All manufacturers 

Other distillation units are in 
use on atomic submarines and 
surface ships run with heat pro- 
vided by the atomic reactors, and 
on ocean-going vessels of many 
types, with the heat source being 
supplied by turbine bleed steam. 


Aqua-Chem, Inc. has been es- 
pecially active in navy and com- 





*Table also includes total installed 
capacity and type of system.—Ed. 
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mercial ship installations. Over 
the past twenty years this com- 
pany has designed and manufac- 
tured over 4,000 distillation units 
with a total fresh water capacity 
of 16,000,000 gallons daily. 


Arid Regions of the World 
Besides our own country, 
throughout the rest of the world 
there are many regions that can 
be classified as arid or that are 
plagued by a chronic inadequacy 
of fresh water. These include the 
Continued on page 88 
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Continued from page 87 

Southern coast of Israel, the North 
coast of Australia, the West coast 
of South America especially Chile, 
Kuwait, Pakistan, Cyprus, Aruba, 
the Virgin Islands and Hong Kong. 
Other large areas have nothing 
better than brackish water sup- 
plies. These embrace the whole 
belt across Central Asia, the Mid- 
dle East, parts of India, Pakistan, 
Iran, South America and Austra- 
lia, North Africa, West Africa, 
South Africa, Mexico and the 
Caribbean Islands. 


Global Importance of Conversion 


Most interest in the water situ- 
ation is in our own country, of 
course, but in today’s world for- 
eign affairs and policies are of 
vital importance. The immense 
proportion of the subject of sa- 
line or brackish water is perhaps 
brought into better perspective by 
recognizing the fact that it con- 
cerns 90% of the earth’s surface. 
Nearly three-quarters of the globe 
is covered with salt water, and 
of the remaining quarter some 
60% is dry land. Most of the 
countries whose territory encom- 
passes this dry land can be ex- 
pected to experience increasingly 
disturbing social problems to 
which a rising need for greater 
supplies of fresh water for agri- 
cultural and many other needs 
will contribute. Few of them are 
in a position to help solve their 
own difficulties. Here then is an 
area of foreign aid in which our 
assistance would be invaluable 
and at the same time highly bene- 


ficial to us. 

In a statement by the Managing 
Director of the United Nations 
Special Fund regarding the In- 
ternational importance of saline 


water conversion, the following 
comments were made: 

“The growth in the absolute 
and per capita demand for fresh 
water is not alone a U. S. prob- 
lem; it is also an international 
problem of challenging propor- 
tion. Indeed, grave as forecasts are 
concerning the adequacy of pres- 
ent and future supplies of fresh 
water in the United States, when 
compared to the quantity of water 
available on a per capita basis in 
most other countries of the world, 
the United States is one of the 
water-richer countries. At least 60 
of the 100 underdeveloped coun- 
tries and territories associated 
with the United Nations face 
forms of water shortage which in 
time can only be met from non- 
traditional sources; that is, from 
brackish and salt water sources. 


“For this reason, saline water 
conversion projects of the United 
States are of great interest to the 
United Nations. It is no exaggera- 
tion to say that what the United 
States may accomplish in solving 
this problem, whose significance 
is growing in America, could have 
tremendous impact in other parts 
of the world—=in Africa, the Mid- 
dle East, Asia, and Latin America. 
In many countries in these areas 
the pace of economic development 
is strongly influenced, if not con- 
trolled. by the development of 
techniques to obtain large quan- 
tities of essential water at a rea- 
sonable cost. Some of the coun- 
tries are already experiencing 
rationing and price control of 
water; and in certain of the arid 
and semi-arid areas the key to 
political stability and progress is 
tied to their obtaining substan- 
tial amounts of drinking water, 
and water for livestock and agri- 


Continued on page 89 
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culture required by their rapidly 
growing populations.” 


* 


Privately Owned Water 
Companies 


There are approximately 18,000 
water plants in the United States 
of which over 70% are privately 
owned. It has been estimated that 
about 20% of these water systems 
have supplies that are inadequate 
for dry year demands. Most of the 
water companies have bacterio- 
logical laboratories engaged in a 
constant check on the water sup- 
ply and in research to improve 
methods of treatment. As a result 
epidemics from use of tainted 
water which used to occur are 
now rare. In addition to filtering 
to eliminate foreign matter and 
bacteria, other forms of treatment 
of raw water are included, such 
as use of alum, lime and iron to 
aid sedimentation, chemicals, 
mainly chlorine, as disinfectants. 


List of Leading Publicly Owned 
Companies Active in the Water 
Treatment Field 
Research and Development 
Aqua-Chem 
Blaw-Knox 
Carrier 
Chance Vought (now Ling- 
Temco-Vought) 
Curtiss-Wright 
Dow Chemical 
E. I. du Pont de Nemours 
Ets-Hokin & Galvan 
Electric Storage Battery 
Fluor 
FMC 
General Electric 
W. R. Grace 
Griscom-Russell 
Ionics 
Koppers 
Monsanto Chemical 
Struthers Wells 
Westinghouse Electric 
Whiting 


Saline Water Conversion Devices 
American Machine & Foundry 
Aqua-Chem 
Bendix 
Bethlehem Steel 
Fairbanks Whitney 
General Electric 
Griscom-Russell 
Ionics 
North American Aviation 
Westinghouse Electric 

Water Conditioning & Treatment 
Crane 
Culligan 
Fischer & Porter 
General American 

Transportation 
Hagan Chemicals & Controls 
Nalco Chemical 
Pfaudler Permutit 
Union Tank Car 
Wallace & Tiernan 


Water Softeners 

Culligan 

Hagan Chemicals & Controls 

Nalco Chemical 

Pfaudler Permutit 

Union Tank Car 
Sewage and Waste Disposal 

Dow Chemical 

Dravo 

B. F. Goodrich 

Sterling Drug 

Union Tank Car 
Construction 

Fluor 
Allied Equipment 
Allis-Chalmers 

American Meter 

Badger Meter 

Chain Belt 

Dorr-Oliver 

Link-Belt - 

Rockwell Manufacturing 

Worthington 


Financing Saline Water 
Conversion Facilities 


The problem of financing sa- 
line water conversion facilities 
contemplated by states, munici- 
palities, agencies or other bodies 
or organizations is one that should 
be considered, particularly from 
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the standpoint of the role the in- 
vestment banker may be able to 
play. It has been mentioned pre- 
viously that many applications 
were made for the saline water 
conversion demonstration plants 
authorized by the Office of Saline 
Water. It has also been indicated 
that more and more communities 
in this country, to say nothing of 
the rest of the world, are gradu- 
ally feeling the pinch of inability 
to supply adequate amounts of 
fresh water in the face of a bur- 
geoning demand imposed on di- 
minishing or at best static sup- 
plies, often of a brackish quality. 
Faced with rising costs to satisfy 
demand, if it is possible to take 
care of needs at all, the prospect 
of using conversion plants with 
cost reductions rapidly enhancing 
economic feasibility is likely to 
become increasingly appealing to 
them. 

The Congressional Bill extend- 
ing the Saline Water Act and ex- 
panding appropriations contem- 
plates extensive research and 
development work and construc- 
tion of additional pilot plants. It 
also provides that construction 
and operation of demonstration 
plants or participation in their 
construction and operation must 
be authorized by separate legisla- 
tion upon recommendation by the 
Secretary of the Interior to Con- 
gress. 


Federal Government Financial 
As-is‘ance 


Originally the bill carried pro- 
visions for loaning money to mu- 
nicipalities and others for the con- 
struction of plants to be used as 
supplemental fresh water sources. 
These loans as well as grants were 
to be on very liberal terms and 
in amounts up to 90% of the total 
cost. The thinking behind this 
financial assistance was that even 
the most advanced of presentlv 
known saline water conversion 
processes must be considered as at 
least partially experimental. 
Therefore, any organizations find- 
ing it necessary to turn to con- 
verted water as a source of supply 
might have difficulty obtaining 
financing in the open market and 
would probably also have to pay 
high interest rates. 


The final bill contains no pro- 
visions for loans or grants. Rather 
all funds are to be used for broad 
basic research with the objective 
of attaining low cost desalination. 
There will be, therefore, oppor- 
tunity for banking institutions to 
arrange private or public financ- 
ing. The Government’s declared 
approach to this problem is not 
from the standpoint of trying to 
get into the utility business, but 
rather to stimulate, encourage 
provide consultation and direct 
the development of economically 
feasible saline water conversion 
processes and to, in effect, “get the 
ball rolling’ in their practical, 
useful commercial application. 


Federal financial assistance may 
be available through other agen- 
cies of the Government. The 
Community Facilities Administra- 
tion makes loans to municipalities 
to finance public facilities if the 
financing is not otherwise avail- 
able cn reasonable terms. What 
constitutes reasonable terms is 
largely determined by the rate at 
which the Administrator can lend 
money which as recently reduced 
is as low as 35%. These loans 
may be made to cities of any size 
for any type of public works ex- 
cept those already receiving fed- 
eral aid. Whether they would be 
available for saline water con- 
version facilities remains to be 
seen., 


Role of the Investment Banker 


When it is demonstrated that 
economically competitive plants 





can be built, many organizations 
are likely to become interested in 
constructing and operating such 
facilities for their own use. This 
in turn will permit industry to 
profit from work in this field 
even aside from Federal contracts. 
Eventually the Government may 
be expected to gradually with- 


draw from the program turning it 
over to private corporations for 
further advancement of the work. 
Investment bankers can assume 
an important position in arranging 
to raise necessary funds for plant 
construction and other applied 
uses of conversion processes. This 
is likely to become`a ballooning 
development in the face of rising 
interest in conversion and attend- 
Continued on page 91 
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Continued from page 89 
ant water problems and improving 
economies. 


Investment Opportunities 


Many attractive investments ex- 
ist in companies now actively en- 
gaged in various phases of the 
water treatment industry. These 
include companies producing com- 
mercial applications of saline 
water conversion equipment, those 
heavily committed in research 
and development work in newer 
areas of conversion and refine- 
ments in existing processes, those 
involved in the diversified facets 
of water softening and purifica- 
tion for domestic and industrial 
usage and those providing im- 
portant processes for sewage 
treatment and disposal and puri- 
fying of waste. There are also a 
large number of companies on the 
fringes of this field, manufactur- 
ing mechanical equipment, chem- 
icals, appliances, doing construc- 
tion work or researching or mak- 
ing studies in a limited area. 


In general it would appear that 
the greatest investment rewards 
may come in the smaller compa- 
nies and those whose business is 
largely confined to their water 
treatment activities. Provided 
their management is capable. 
growth characteristics of the in- 
dustry are likely to benefit these 
concerns to a greater degree. For 
numerous large corporations op- 
erations having to do with water 
treatment or conversion presently 
constitute an insignificant part of 
the total corporate effort. 

Inasmuch as the Governmental 
program calls for spending essen- 
tially only for research, compa- 
nies strong in this area will be 
the prime beneficiaries over the 
next few years. Here again in the 
smaller concerns sizable research 
contracts will reflect markedly in 
sales and earnings. If in addition 
their commercial business rises, a 
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sharp growth 
well unfold, 
There is always the possibility 
of some sort of scientific break- 
through developing from research 
investigations in conversion pro- 
cesses, which might invalidate 
existing methods. This is one of 
the risks involved in investments 
in companies committed to accept- 
ed processes. As they are all con- 
ducting their own research, it also 
offers substantial rewards. 
The future burgeoning of this 
industry seems undeniable. It is 
likely to gain momentum rapidly. 
New vistas of development and 
emphasis may open up. In this en- 
vironment many companies now 
participating in the field will 
surge forward. Some new ones 
may come to the fore. Selected in- 
vestments in this area could well 
reward the investor handsomely 
for many years to come. 
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guaranteed by the Government; 
purchase by fuel fabricators, who 
wouid then, in turn, lease to re- 
actor operators. The Atomic In- 
dustrial Forum, which represents 
most of the equipment manufac- 
turers and utilities, is now study- 
ing the matter. Their recommen- 
dation will undoubtedly be along 
the lines of a sufficiently long 
transition period to minimize the 
economic ımpact of the change- 
over from leasing to ownership 
of nuclear fuels. 


The Uranium Industry 


Up to this point, we have 
placed the empnasis on the re- 
actor itseif. Uranium, of course, 
is the starting point of atomic 
energy. ‘Lhe mining and mulling 
inaustry, which is entirely in pri- 
vate hands today, has performed 
beyond expec.iations. As you 
know, there was a rush some 10 
years back for contracting foreign 
uranium before we realized how 
mucn we had in this country. 
Atter we had entered into con- 
tracts with South Africa and Can- 
ada, we soon began to find better 
and higher graaes of ore in this 
country. Toaay, Canadian con- 
tracts have been extended until 
ly66 without increasing the total 
poundage originally aue to be 
delivered in 1962, Therefore, 
Canadian production will taper 
otf gradually and by 1963 or 1y64 
the supply sent to this country 
should not exceed 5,000 tons of 
uranium oxide per year. Under 
a revised contract with South 
Africa, effective Jan. 1 of this 
year, the United States will pur- 
chase 18,900 tons of uranium 
oxide between Jan. 1, 1961 and 
Dec. 31, 1966. The main differ- 
ence from the previous arrange- 
ment is that purchases of South 
African uranium will be trans- 
acted by the United States and 
Britain under separate contracts, 
rather than jointly as was the 
case previously through the Com- 
bined Development Agency. 


In our country, the present 
production level of 17 to 18,000 
tons will be maintained until the 
end of 1966. The former Belgian 
Congo is no longer a supplier, nor 
were deliveries important before 
independence was granted to the 
Congo. Our total supply thus calls 
for average deliveries of approx- 
imately 30,000 tons of uranium 
oxide each year until the end of 
1966. 

In a projection of the future 
consumption of uranium, our 
forecast must necessarily take into 
account the time when atomic 
energy will begin to be compet- 
itive. We indicated in eur report 
for 1959 that about 1,500 tons of 
uranium oxide are required to 
yield the inventory for each mil- 
lion kilowatts of electrical gener- 
ating capacity. If, in addition, we 
want to earmark the burn-up or 
consumption of uranium over a 
20-year period (which is what we 


guaranteed their supply for the 
next 20 years), we will have to 
commit an extra 3,000 to 3,500 
tons of uranium oxide per million 
kilowatts. 


Therefore, by adding the fuel 
consumption of one million kilo- 
watts of nuclear power for 20 
years to the initial inventory, we 
reach an amount of about 5,000 
tons of uranium oxide. Even if 
we earmark or commit future 
consumption for 20 years, it 
would take 6 million kilowatts 
of new nuclear capacity each year 
to absorb our yearly supply of 
uranium oxide. Even if atomic 
reactors begin to be competitive 
in some areas of the United States 
by 1965, it will probably be 1975 
before anything like 5 to 6 mil- 
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lion kilowatts of nuclear electri- 
cal capacity is added each year. 
It is entirely a matter of eco- 
nomics. 


Today, we are adding about 11 
million kilowatts capacity to our 
electrical utility systems in this 
country annually. This amount of 
power is matched by an almost 
equal amount for the rest of the 
Free World. That makes a total 
of 20 million kilowatts of new 
capacity each year. In another 
10 years, this amount in the Free 
World will certainly have grown 
to 30 million kilowatts of new 
capacity each year. At that time, 
a fraction of at least 10% of that 
additional capacity will be nu- 
clear and the percentage may 
grow to 25% after a few years. 
Some time between 1970 and 1980, 
we will have to think of expand- 
ing our milling capacity. 

Let us again emphasize that if 
there has been no stockpiling of 
uranium so far, it is because most 
of it has gone into weapons. 
Military demand will undoubtedly 
taper off well before the present 
uranium contracts expire. There 
is no point in building atomic 
weapons for all time to come. The 
planet can only be erased once. 
We should also dispel the com- 
mon belief that the conversion of 
our Navy to nuclear power will 
take care of uranium surpluses 
in the next few years. Quite a 
number of submarines and other 
warships can be built before even 
the equivalent of 1,500 tons of 
uranium oxide is used. 

The only thing that will defi- 
nitely absorb our future uranium 
production is the peacetime use 
of atomic energy in the produc- 
tion of electricity. Other future 
applications such as reactors for 

Continued on page 93 


FULTON, REID & Co., INC. 


Member of the Midwest Stock Exchange 


504 


ANNIVERSARY 


1911 +1961 


2100 East Ohio Building 
Cleveland 14, Ohio 


Akron, Ohio 




















Fort Wayne, Indiana 


a 
1962 








SERVING OHIO FOR 32 YEARS AS 
UNDERWRITERS AND DISTRIBUTORS 
OF HIGH GRADE CORPORATE AND 
MUNICIPAL SECURITIES. 


Wh. J. MERICKA & CO. INC. 


Member of Midwest Stock Exchange 


Union Commerce Bidg. 
Cleveland 
MAin 1-8500 


University Club Bidg. 
Columbus 
CAP 8-6136 


























































































The Commercial and Financial Chronicle .. . Thursday, December 28, 1961 


Group Chairmen’s Committee, Breakfast Meeting—Paul W. Fairchild, First Boston Corporation, Federal Securities Acts Committee, Breakfast Meeting—Albert Pratt, Paine, Webber, Jackson & Curtis, 
Chicago, Chairman Boston, Chairman 


Mr. & Mrs. Howard Finney, Bear, Stearns & Co., New York; Sidney Mr. & Mrs. George P. Rutherford, Dominion Securities Corporation, Shelby Cullom Davis, Shelby Cullom Davis & Co., New York; 
S. Blake, Janney, Battles & E. W. Clark, Inc., Philadelphia New York Morris A. Schapiro, M. A. Schapiro & Co., New York 


f 
p 
1 


mi a e 


ORP 


Convention Golf Committee (Breakfast Meeting )—Mason B. Starring, Jr., A. C. Allyn & Co., Education Committee (Breakfast Meeting )—Kobert Mason, Merrill Lynch, Pierce, Fenner & Smith 
New York City, Chairman Incorporated, Chicago, Chairman 


Federal Taxation Committee (Breakfast Meeting)—Walter Maynard, Shearson, Hammill & Co. Mr. & Mrs. Donald C. Patterson, Chemical Bank Ne 


New York City, Chairman ce fae ET gov York Trust Company, New York; Mr. & Mrs. 


vine & Co., New York 











Volume 194 





Arthur Robinson, /ndustrial Bank, Providence, R. I.; 


Number 6120. 










Mr. & Mrs. Alex. Seidler, National State Bank, Newark 





























































Continued from page 91 


process industries will come 
about only after atomic energy 
becomes competitive in electrical 
nuclear power plants. In the 
course of the year, several com- 
panies expressed interest in the 
AEC’s demonstration process heat 
reactor project. The capacity 
would be between 30 and 45,000 
kilowatts of heat. 

Uranium oxide produced in 
this country is sold to the Atomic 
Energy Commission. The pre- 
vailing price between 1962 and 
1966 will be $8 per pound. It is 
very likely that those mills hav- 
ing sufficient ore reserves will 
be called upon to continue oper- 
ations after 1966. It is still too 
early to determine at what rate 
production will continue and at 
what price. 

However, with respect to the 
future price of uranium oxide 
produced in this country after 
1966, it will be interesting to 
follow present developments in 
Canada. Last March it became 
known that Canada has a com- 
mitment from Great Britain, dat- 
ing back to 1957, to purchase 
12,000 tons of Canadian uranium 
from 1963 to 1966. With the ex- 
tension of U. S. purchases in 
Canada, Canadian miners are 
keenly interested in ensuring the 
sale of this additional uranium to 
Great Britain by means of a 
contract. The price agreed upon 
in a letter of intent is US $8 per 
pound, which is below the price 
of $10 or $11 per pound we pay 
to Canada. There are strong indi- 
cations that the $8 price may be 
lowered during negotiations 
which are presently taking place 
between Canada and Great Brit- 
ain. 

The point we wish to stress 
here is that the assumption that 
a price below $8 may be estab- 


lished for an “incremental” pro- 
duction of uranium oxide in Can- 











ada by no means signifies that 
this will be the price of uranium 
oxide produced in Canada after 
1966. A number of small “incre- 
mental” sales to Japan have al- 
ready taken place at around $5, 
and even less, per pound from 
this country and from Canada. 
But this certainly should not be 
taken at face value as an indica- 
tion of future prices in either 
country after 1966. Although it is 
likely that the price of uranium 
oxide may be lowered after 1966 
as a result of improved milling 
technology, we should stress that 
the mining and milling costs ac- 
count for only a moderate frac- 
tion of the total cost of the nu- 
clear fuel cycle. Unduly low 
prices would hurt this industry 
and have but a small impact on 
the ultimate cost of nuclear fuel. 


Chemical Reprocessing 


The industrial steps which fol- 
low mining and milling are 
known as the feed materials 
plants, the gaseous diffusion 
plants (or possibly gas centrifuge 
plants), fuel preparation, and nu- 
clear core manufacture. We have 
referred to these in previous re- 
ports and have explained the role 
of the gaseous diffusion plants. 
Here, the uranium oxide produced 
in the mills is converted into ura- 
nium hexafluoride (a gaseous 
compound of natural uranlum), 
which is then pumped through 
thes plants in order to achieve 
the separation of the two iso- 
topes of natural uranium. These 
plants are located at Paducah, 
Kentucky, Plymouth, Ohio, and 
Oak Ridge, Tennessee. There is 
nothing special to report this year 
on any of these industrial phases 
of atomic energy. 

The reactor operation is direct- 
ly dependent on a number of in- 


dustrial steps which either pre- 
cede or follow the actual opera- 
tion of the reactor. Chemical re- 
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processing and the waste disposal 
that goes with it take place after 
the fuel has been used in a re- 
actor. As detailed in last year’s 
report, these operations are still 
in the hands of the AEC because 
there are not yet enough private 
reactors for any company to build 
an economic chemical reproces- 
sing plant of sufficient capacity. 


One important development 
this year was the creation on 
June 1 of a new company, United 
Nuclear Corporation, which was 
formed by the merger of NDA 
(Nuclear Development Corpora- 
tion of America) with the nuclear 
divisions of Olin Mathieson and 
Mallinckrodt. This new company 
has the joint capability of de- 
signing and building complete 
reactor cores. Furthermore, in 
October of this year it appeared 
that Sabre-Pinon and United 
Nuclear might merge, subject to 
the approval of shareholders of 
both companies. Sabre - Pinon, 


through its partnership with 
Homestake Mining, produces 
about 10% of the uranium con- 


centrates purchased by the United 
States in this country. This new 
merger would give the combined 
companies a nuclear fuel capabil- 
ity right from the ore, while still 
dependent on the AEC for en- 
riched uranium. It would appear 
logical that in time such a com- 
pany might go into chemical re- 
processing. Certainly, their com- 
bined skills give them the capa- 
bility and know-how to handle the 
chemical reprocessing phase, which 
deals with hot chemistry (radio- 
active products). Davison Chem- 
ical and others have also been 
exploring this area of reproces- 
sing for a number of months. The 
problem is, however, that in the 
early years it would be difficult 
to visualize more than one re- 
processing plant with the eco- 
nomical capacity to handle 300 
tons of irradiated fuels per year. 
The State of New York has been 
very active in this area and a 
wacte disposal site has been 
chosen in the northern part of 
the State. Such a site would be 
ideal for the installation of a re- 
processing plant. 

In the meantime, work on the 
Eurochemic reprocessing plant at 
Mol, Belgium, continues. It will 
be the first internationally-owned 
fuel reproʻressing facilitv. Its 
shareholders rome from govern- 
ments and industries of 13 Euro- 
pean nations. 


Atomic Energy Abroad 

The. Commission of the Euro- 
pean Atomic Energy Community 
(Euratom) and the U. S. Atomic 
Energy Commission announced in 
September that private and gov- 
ernmental organizations within 
the Community have been invited 
to submit so-called “second round 
proposals” for the construction of 


large-scale nuclear power plants 












to be brought into operation no 
later than Dec. 31, 1965. The 
member countries of Euratom are 
the same ccuntries that form the 
European Common Market. The 
cut-off date of June 1, 1962 has 
been established for the sub- 
mission of proposals. 

Under the first Euratom invita- 
tion issued in 1959, one proposal 
only was accepted, that of the 
Italian utility SENN calling for 
the construction of a 150,000 kw. 


plant with World Bank assistance. 
It is likely that this time a num- 
ber of proposals will be forth- 
coming. For one thing, the new 
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invitation provides for fuel lease 
option while acknowledging the 
present AEC study of possible 
private ownership of reactor fuel. 
It is specified that if lease is 
converted to sale in the U. S., the 
Euratom lease will have to be 
converted to new conditions in 
this country. 

The U. S. Atomic Energy Com- 
mission has confirmed the other 
conditions proffered under the 
first invitation: sale (or lease) to 


the Community of a new amount 
of up to 30,000 kilograms of con- 
tained U-235 for a 20 year as- 
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surance of enriched fuel supply 
at prices comparable to those of- 
fered to U. S. industry; a deferred 
payment plan under which pay- 
ments of principal for fuel pur- 
chase would be deferred up to 
ten years with a 4% interest rate 
—the principal would be paid in 
the second ten year period in 
equal installments; availability of 
4.5% — 20 year loans from the 
U. S. Export-Import Bank to 
cover U. S.-supplied plant com- 
ponents and services up to 40% 
of the capital cost of each plant, 
with an aggregate total of $135 
million. 

It appears that the Belgian- 
French SENA group (Societe 
d’Energie Nucleaire Franco-Belge 
des Ardennes) has decided to 
build a large 260,000 kw. reactor 
in the French Ardennes, near the 
Belgian border. The German 


KBWP group (Kernkraftwerk 
Baden - Wuerttenberg Planungs- 






SAN FRANCISCO 


GmbH) of Stuttgart is consider- 
ing a 150,000 kw. reactor plant. 
In the latter part of September, 
the President of the United States 
determined that the amount of 
enriched uranium to be made 
available for peaceful uses at 
home and abroad will be in- 
creased to a total of 165,000 kilo- 
grams of contained uranium-235. 
Of this total, 100,000 kilograms is 
to be available for distribution 
within the United States and 
65,000 kilograms for distribution 
to other countries. The material 
will be distributed as required 
over a period of years and will 
be subjected to prudent safe- 
guards against unauthorized use. 
The last Presidential determina- 
tion was made in 1957 and the 
present amounts are about 40% 
over the previous total. The 
President’s announcement should 


allay the fears of foreign nations 
in so far as the supply of en- 
riched uranium is concerned. The 
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supply to foreign nations will be 
made either directly as in the 
case of Euratom or through the 
International Atomic Energy 
Agency in Vienna. 

Dr. Arne Sigvard Eklund of 
Sweden was sworn in as the 
second Director-General of the 
I. A. E. A. last September. He 
succeeds Sterling Cole of the 
United States, who led the 
Agency under sometimes trying 
conditions during its first four 
formative years. 

October 17, 1961 was the fifth 
anniversary of the official open- 
ing of the first reactor of the 
Calder Hall plant in the U. K. 
Today, there are eight similar 
reactors in operation in the U. K., 
four at Calder Hall itself and four 
at Chapel Cross with a total ca- 
pacity in excess of 200,000 kw. 
Orders for new plants in future 
years will be at the rate of 
roughly one every year. Gas- 
cooled reactors remain dominant 
in the U. K. planning. As the 
capacity of individual stations 
will increase, the U. K. should 
have an installed nuclear capacity 
of 5 million kw. by 1968. The 
U. K. Atomic Energy Authority 
agrees with Euratom that the 
cost of nuclear power in many 
areas, including the U. K., will 
have fallen below the cost of con- 
ventional power by 1970. It ap- 
pears that 1965 will also be the 
year of the economic break- 
through in Europe. 

France’s goal of 850,000 kw. of 
nuclear power by 1965 probably 
will be achieved. Nuclear power 
plants are under construction in 
Italy, Germany and Japan. Seven 
U. S. and foreign firms have sub- 
mitted bids for the construction 
of a 300,000 kw. nuclear plant 
near Bombay, India. Brazil is 
seeking bids for a 300,000 kw. 
nuclear plant to serve the Rio de 
Janeiro-Sao Paulo area. 


The atom abroad is burgeoning. 


Radioactiveisotopes 
In the United States, there are 
around 1,900 industrial firms 


licensed to use radioisotopes for 
a wide variety of purposes. Suf- 
fice it to say that radioisotopes 
are put to beneficial uses in 
hundreds of ways. 


With our satellite program, the 
use of radioisotopes as a heat 
source for small-scale electric 
power generation has received 
considerable public attention this 
year. “Isotopic power” consists in 
converting the heat of radioactive 
decay into electricity. The dis- 
covery of the principle of this 
conversion goes back to the early 
1800’s. What is new is the use of 
radioisotopes for that purpose. 
The first satellite carrying out its 
mission by means of nuclear 
power is in orbit around the 
earth. Launched in June by the 


Navy, TRANSIT carries an 
atomic battery that converts the 
heat energy of decay of plu- 
tonium-238 into 2.7 watts of 
steady power for the transmitter. 
This achievement is symbolic of 
the marriage between Space and 
the Atom. Only nuclear power 
can supply the propulsion and 
power needs of satellites, space 
platforms and stations on planets. 


The transmitter generator in 
TRANSIT is one of the units of 
the “Special Nuclear Auxiliary 
Power” or “SNAP” program. The 
United States expects to have an 
operational TRANSIT system in 
service by late 1962. Four satel- 
lites will give accurate naviga- 
tional information anywhere on 
the globe. 


Outside of thermoelectric 
SNAP systems, the AEC is also 
studying thermionic SNAP de- 
vices with curium-242 isotopes 
and a power output of a few 
hundred watts. Reactor tempera- 
tures of 3,500 degrees F are 
needed for thermionic systems 
because of the electron emission 
characteristics. So far, it has been 
difficult to sustain these high 
temperatures for any length of 
time because of the limitations of 
present structural materials. 


Beyond a few kilowatts, elec- 
trical power needs can only be 
satisfied by a nuclear reactor. 
Other SNAP systems using nu- 
clear reactors for power up to 30 
or 60 kw are being developed in 
a joint AEC-NASA effort. 


The ROVER nuclear rocket 
program is being pushed vigor- 
ously. Such a rocket will not be 
fully developed until 1966-1967. 
In time the nuclear - propelled 
rocket will carry heavier pay- 
loads much farther than chemical 
rockets. The technology is quite 
new and much developmental 
work is being carried out. 


_ The field of radiation applica- 
tions using decaying radioisotopes 
or particle accelerators is growing 
fast. Radiation brings about sub- 
stantial changes in a wide variety 
of products, often improving their 
qualities or bringing about new 
properties and new products. Ir- 
radiation machines and services 
are now supplied by several com- 
panies. In line with AEC policy 
to make room for private indus- 
try wherever the latter is ready 
to take over any of the industrial 
phases of atomic energy, during 
the year the AEC announced that 
the routine production and dis- 
tribution of cobalt-60 had been 
ended. Westinghouse and General 
Electric test reactors are now 
producing sufficient quantities of 
cobalt-60 for ordinary demands. 
The AEC will still provide ma- 
terial in quantities greater than 
100,000 curies to those who use 
ionizing radiation as a major 
processing tool. 


The radiation applications in- 
clude upgrading of plastics, cold 
vulcanization of rubber, steriliza- 
tion of surgical and hospital ma- 
terials, preservation of foods and 
processing of petroleum products. 
In solid state physics, radiation 
also will play an important part 
because of its impact on alloys, 
semi-conductors and polymers. 


An almost pure research field 
until the present time, radiation 
is now being introduced in indus- 
try and is becoming an indispen- 
sable tool in a new relation be- 
tween science and industry. 


Conclusions 


Your Committee would like to 
conclude by expressing its firm 
conviction that the cost of one 
million BTUs of coal, oil and nat- 
ural gas energy will continue to 
rise everywhere because of infla- 
tionary pressures in the Free 
World. Through increases in ther- 
mal efficiency and size of con- 
ventional plants, utilities have 
succeeded in paring down the cost 
of the electrical kilowatthour. 
The trend is likely to change in 
the future, mainly because it will 
be extremely difficult to increase 
the efficiency much further. On 
the other hand, the cost of nu- 
clear energy can only come down 
in spite of inflationary pressures. 
The construction of large size re- 
actors and their standardization 
will tend to reduce capital costs. 
Much has already been achieved 
in this direction. Many improve- 
ments in the nuclear fuel cycle, 
to which we have referred, will 
further contribute to the reduc- 
tion of nuclear fuel cost. 


It is encouraging to see that 
developments in Great Britain, 
the European Common Market 
and Japan parallel and supple- 
ment our own experience. The 
cross-over point between costs of 
conventional and nuclear power 
is very likely to be reached in 
1965 in the high fuel cost areas of 
the United States and Europe. 

_ Meanwhile, radioactive isotopes 
find an ever increasing usefulness 
in industry. Radiation is moving 
from the laboratory to new revo- 
lutionary applications in indus- 
try. In the field of space tech- 
nology, it becomes increasingly 
clear that atomic energy will play 
the leading role. 


Respectfully submitted, 
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COMMITTEE 
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service, or on order, British and 
Canadian equipment and one of 
the trunk lines recently placed 
orders for a new, short-range 
British jet. Two of the local serv- 
ice airlines have also shown in- 
terest in this jet. 


Earnings Decline for Smaller 
Plane Companies 


Two of the three principal small 
plane manufacturers in the field 
of general aviation reported lower 
sales, and all three reported lower 
earnings, for the nine months 
ended June 30. General aviation 
includes all civilian flying except 
that of the scheduled airlines and 
the large non-scheduled carriers. 
These declines were primarily due 
to the effects of the recessionary 
conditions existing throughout the 
economy during the latter part of 
1960 and early 1961. A drop in 
their volume of military business 
also occurred this year, further 
affecting sales. Unusually high in- 
ventories carried over from last 
year, plus costs involved in the 
introduction of new models this 
year, have affected margins and 
although sales volume picked up 
toward the latter part of the year, 
earnings for fiscal 1961 will be 
below those of 1960. Export sales, 
particularly in European markets, 
have shown substantial increases 
this year, however, and continue 
to represent a strong factor in the 
industry. The Export-Import bank 
has been giving considerable sup- 
port to the financing of light air- 
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ways, more rigorous forces than 
those of free competition. In gen- 
eral such forces reflect the need 
for an updating of the procure- 
ment practices and policies of the 
contracting authorities, policies 
which are to a considerable ex- 
tent still geared to the days of 
long production runs in spite of 
the fact that today the emphasis 
is increasingly on large research 
and development contracts and 
small production runs. Insistence 
by the government that the in- 
dustry finance an ever increasing 
portion of vital research and de- 
velopment work, disallowance of 
interest charges and other legiti- 
mate costs of doing business, con- 
fiscatory use of the renegotiation 
process; these are but a few of the 
methods employed to whittle away 
at the underpinning of the indus- 
try, its earning power. 


plane sales abroad. Foreign man- 
ufacturers of light aircraft have 
begun to look with interest upon 
the United States market and, al- 
though their penetration to date 
is minor, they can be expected to 
increase their efforts to secure a 
share of this and other export 
markets. 


The sales and earnings decline 
this year appears to represent 
only a temporary interruption of 
the growth trend which the in- 
dustry has been experiencing for 
some years. The Federal Aviation 
Agency has estimated that the 
number of aircraft in the general 
aviation fleet will increase by 
more than 35% by 1970. 


Profit Margins in the Aerospace 
Industry 


Perhaps the major problem 
which has continued to plague the 
aerospace industry is the constant 
pressure on its profit margins on 
defense business, which consti- 
tutes by far the largest portion of 
the industry’s volume. One of the 
reasons for the narrowing margins 
is the increased competition with- 
in the industry, which today in- 
cludes a substantial number of 
companies not heretofore identi- 
fied with aerospace activities. 
Generally speaking, to the extent 
that such increased competition 
represents that of qualified en- 
trants into the field, it is a 
healthy development from the na- 
tion’s standpoint. However, mar- 
gins on defense business are being 
squeezed by other and, in many 


As taxpayers, none of us can 
quarrel with the government’s 
basic desire to get the most, and 
the best, out of every dollar spent 
for the defense of the nation and 
for the myriad, costly projects 
into which the “space race” has 
led us. It should be obvious to all, 
however, that the steady erosion 
of this vital industry’s profit- 





since 1887 

















American Stock Exchange (Assoc.) 


| LESTER, RYONS & Co. 


MEMBERS NEW YORK STOCK EXCHANGE 


=] 





Pacific Coast Stock Exchange 





95 





Mr. & Mrs. Julian K. Roosevelt, Dick & Merle-Smith, New York; Mr. & Mrs. Tcby Morgan, 


Manufacturers Hanover Trust Company, New York 





making ability, particularly in the 
face of the greatly increased risks 
inherent in the complexity and 
magnitude of the projects it is 
asked to undertake, may in the 
long run result in the frustration 
of this country’s efforts to forge 
maximum protection against the 
powerful forces which are arrayed 
against it. There appears to be a 
growing attitude of suspicion in 
many areas of government that 
profits are somehow, of them- 
selves, wrongful. The inescapable 
fact remains, however, that the 
profit incentive is a cornerstone 
of our system of free enterprise, 
a system which has, even in other 
perilous times, proven its basic 
worth. 


Emphasis on Incentive Contracts 


Recent statements by govern- 
ment officials have expressed con- 
cern over the quality of work 
and speed of delivery relating to 
various items of defense equip- 
ment. There have been indica- 
tions that greater reliance is to 
be placed upon incentive contracts 
rather than the cost-plus type 
which have been used with in- 
creasing frequency in recent years. 
It is proposed that from now on 
incentive contracts will contain 





contributing to 


features whereby good perform- 
ance will be rewarded and poor 
results will be penalized. 

It is obvious, in view of the life 
or death struggle in which the 
U. S. is engaged, that mediocrity 
cannot be tolerated in our defense 
and space effort. It is our belief, 
however, that the greater use of 
incentive contracts of the type re- 
ferred to above is precisely what 
responsible members of the in- 
dustry have been urging for some 
time and that, if properly designed 
and administered, they will be 
welcomed by the industry as a 
means by which it may realize 
profits which are more commen- 
surate with the risks undertaken. 
It is to be hoped that the renego- 
tiation procedures will also 
receive more enlightened ad- 
ministration so as to ensure the 
retention of any higher profits 
which may be received in reward 
for superior performance. 


Generally speaking, there ap- 
pears to be a need for a complete 
re-evaluation of the attitude of 
government toward the industry. 
A prominent industry member has 
recently stated that in view of 
the continuing demands for heavy 
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investment in new and sophisti- 
cated equipment and facilities, 
“yery large companies, or groups 
of companies, and a narrowing of 
competition may be an unavoid- 
able part of maintaining a strong 
aerospace industry.” The finan- 
cial attrition in the industry as a 
result of the rigors of the current 
jet transport program and the 
huge sums which will be at risk, 
even after allowing for possible 
governmental assistance. in the 
development of a supersonic trans- 
port give further credence to this 
trend of thought. So far, how- 
ever, there has been no evidence 
of any consistency of government 
policy with respect to possible 
mergers within the industry de- 
signed to alleviate the situation. 


AIR TRANSPORT 
Domestic Trunklines: 


Tke trunk airline industry in 
the United States is currently 
completing the initial phases of a 
revolutionary program which in- 
volves replacement of substan- 
tially all of its piston engine 
equipment with turbine powered 
aircraft. In conjunction with the 
large-scale purchases of new 
flight equipment, the industry has 
been engaged in a massive pro- 
gram for the expansion and mod- 
ernization of its ground facilities. 
While much remains to be accom- 
plished, particularly in the latter 
area, the industry has truly made 
tremendous strides in the last sev- 
eral years. At the beginning of 
1961, U. S. certified airlines had 
in service 224 turbojet aircraft, 
together with about 115 large 
turboprop planes. By the end of 
the year the lines will have re- 
ceived more than 100 additional 
jets plus about 40 turboprops. It 
is estimated that by the end of 
1962 virtually all long and me- 
dium flights will be jet powered. 
Air service by jet is expanding 
rapidly throughout the United 
States. Approximately two years 
ago jet service was available to 
only six major terminals. By 
May 1 of this year such service 


had been extended to 47 airports 
throughout the country and the 
total is expected to grow to well 
over 100 in about five years. 


The accomplishments of the in- 
dustry are indeed remarkable and 
we are certain that today’s air 
traveler can have nothing but ad- 
miration for the results which the 
industry has achieved, even in 
spite of minor inconveniences 
which he may from time to time 
experience. Unfortunately how- 
ever the industry needs more than 
acmiration if it is to be successful 
in completing its transition to the 
jet age and in preparing itself for 
the giant stebo into supersonic 
travel which may be expected to 
take place some time in the 1970s. 
For it is abundantly clear to any- 
one reasonably familiar with the 
basic statistics of air transport 
and, in fact, to almost anyone who 
occasionally glances at the finan- 
cial pages of his morning news- 
paper, that the airlines face many 
challenging problems. 


“Profitless Growth” 


The oft-used expression “prof- 
itless growth” continues to be de- 
scriptive of the industry. The 
trunk lines generated approxi- 
mately $2 billion of revenues in 
1960 from which they were able 
to bring down to net income only 
$1.1 million. Revenues in 1961 
should be somewhat ahead of 1960 
but the industry is expected to 
show a considerable loss for the 
year. 


Operating revenues for the 
eight months ended Aug. 31, 1961 
were $1.48 billion, up slightly 
from $1.44 billion for the same 
period in 1960. Operating ex- 
penses, however, increased by 
about $57 million resulting in net 
losses for the industry of $12,- 
410,000 for the eight months pe- 
riod of this year, compared with 
profits of over $10.4 million in tke 
comparable period last year. Of 
the 11 domestic trunk lines, only 
five were able to report profitable 
operations for the eight months 
and only two showed an improve- 
ment in earnings this year as 
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against 1960. Trunk line common 
stock prices, which climbed ap- 
preciably during the first five 
months of the year in expectation 
of favorable airline operating re- 
sults rising out of generally 
healthier business conditions, ex- 
pected economies of jet opera- 
tions, etc., began to sag noticeably 
after mid-year as the airlines’ 
operating results become clearer 
and, with few exceptions, these 
shares have continued to perform 
rather poorly. 

There are a number of specific 
reasons for the unsatisfactory 
operating results of the trunk 
lines in 1961. 

(1) In many areas of the econ- 
omy there was a somewhat slower 
than expected recovery from the 
recessionary conditions which pre- 
vailed last year, particularly dur- 
ing the latter months thereof. 
Furthermore, consumer spending 
has not shown the resurgence this 
year which had been expected in 
line with a generally healthier 
economy. Unlike the experience 
of previous years, when airline 
traffic has usually been quick to 
reflect improving economic condi- 
tions, industry traffic trends in 
1961 have been quite disappoint- 
ing. Total revenue passenger miles 
of the domestic trunks for the 
first nine months of 1961 were 
9/10ths of 1% lower than in the 
first nine months of 1969. For the 
third quarter, which had been ex- 
pected to show a more normal 
growth rate, revenue passenger 
miles flown by the domestic 
trunklines were only one-half of 
1% higher than during the corre- 
sponding period last year. 

(2) The industry suffered from 
costly strikes in the early months 
of 1961. 

(3) Operating costs, including 
the continued break-in costs of 
the new jet equipment, have risen 
in 1961. Interest charges and de- 
preciation accruals have likewise 
been higher this year. 

(4) There has been a continua- 
tion of the strong trend toward 
broader use of coach travel versus 
first class. The relatively brief 
flight time of the average jet trip, 
which minimizes passenger dis- 
comfort, has increased coach us- 
age. Coach travel on the trunk 
lines during the first nine months 
of 1961 represented 57% of the 
total as compared with 48.6% last 
year. First class travel declined 
about 16.5% during the nine- 
month period. 

(5) There is presently a consid- 
able degree of excess capacity in 
the trunk line industry and the 
situation has continued to worsen 
as new jet equipment is intro- 
duced into service. 

(6) The rapid increase in ca- 
pacity, together with traffic de- 
clines experienced throughout 
most of 1961, has been reflected 
this year in further decreases in 
passenger load factors (the per- 
centage of available seats actu- 
ally sold in scheduled service). 
Load factors have shown almost 
continuous monthly decreases 
since the introduction of the jets 
in late 1959. Average load factor 
for the trunk line industry was 
57.2% for the nine months ended 
Sept. 30, 1961, as compared with 
60.4% in the comparable period 
last year. 


Too Much Competition 

While certain of the reasons set 
forth above for the airlines’ rela- 
tively poor performance in 1961 
are Obviously beyond the control 
of either the industry or the vari- 
ous regulatory authorities, most 
of the industry’s current and past 
problems are clearly a reflection 
of the inescapable fact there is an 
excess of competition within the 
industry. There is too much 
parallel service in most of the in- 
dustry’s principal markets, far 
more than is necessary to satisfy 
the basic tests of convenience and 
necessity. As a result of the fierce 
competitive forces prevalent in 
the industry each line must, of 
necessity, endeavor to put itself in 
the best competitive position by 


purchasing the most advanced 
flight equipment and by constant 
improvement of its ground facili- 
ties for servicing flight equip- 
ment, handling its passengers, etc. 

Capital expenditures by the in- 
dustry, both for flight equipment 
and ground facilities, in connec- 
tion with its jet program amounted 
to over $3 billion through 1960 
and further heavy outlays have 
been made in 1961. In the next 
four to five years it has been esti- 
mated that the domestic trunks 
will require approximately $1.3 
billion for additional equipment 
plus $600-$700 million to meet 
payments on aircraft now in oper- 
ation. While the carriers may be 
expected to have a respite from 
additional major capital expendi- 
tures during the latter half of the 
1960s, they must prepare for large 


outlays in connection with the in- 
troduction of supersonic trans- 
ports by perhaps the mid-1970s. 


The industry has financed its 
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jet equipment program to a large 
extent through the medium of 
borrowed funds. Average debt to 
equity ratio of the certificated 
carriers at Dec. 31, 1969 was ap- 
proximately 1.6 to 1 as compared 
with an average ratio of 0.4 to lat 
Dec. 31, 1955. This heavy debt 
structure has resulted in increased 
interest charges which must be 
serviced if the lines are to main- 
tain the necessary credit standing 
to enable them to complete their 
present program and to prepare 
for the supersonic era. In addi- 
tion to such interest charges most 
of the airlines have incurred ex- 
tensive lease obligations in con- 
nection with the purchase of flight 
equipment and to support ex- 
panded and modernized airport 
and maintenance facilities. While 
it is true that depreciation and 


amortization accruals on the vast 
amounts of new equipment cur- 
rently in operation and to be 
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acquired may be expected to pro- 
vide large amounts of cash to 
meet interest, rentals and debt 
amortization schedules, it is ob- 
vious that such cash throw-offs 
do not necessarily occur unless 
depreciation and amortization 
charges are earned. 


Airline Fares 


It is clear that the industry 
must be assured of attaining and 
maintaining a reasonable level of 
earnings if ever airline equities 
are to be capable of attracting and 
holding investors. The relative 
unattractiveness of most airline 
stocks has been one of the prin- 
cipal reasons why the airlines 
have resorted to debt financing. 
There have been comparatively 
few periods in recent years when 
airline stocks have sold much 
above their book values. As of a 
recent date the shares of all but 
one or two of the ten domestic 
trunk lines (excluding Northeast, 
which shows a deficit balance 
sheet position) were selling below 
their book values. 

In November, 1960, after a four- 
year investigation of domestic air- 
line passenger fares, the Civil 
Aeronautics Board concluded that 
a fair over-all rate of return for 
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the domestic trunk line industry 
is approximately 10.5% of in- 
vested capital, based upon a some- 
what lower return for the four 
largest carriers and a somewhat 
higher return for the remaining 
trunk line carriers. No airline 
met this standard in 1960 and it 
is virtually certain none will meet 
it in 1961. United Air Lines, one 
of the few carriers that have been 
showing profits this year, re- 
cently estimated that it will earn 
only 2% of its investment in all 
of 1961. 


The industry has been seeking 
methods by which the level of 
airline earnings might be im- 
proved. In an effort to generate 
new traffic, and at the urging of 
the CAB, a number of the lines 
earlier this year introduced vari- 
ous kinds of promotional fares, 
including the much publicized 
“youth fare” which has since been 
abandoned by all of the trunk 
lines. Other innovations this year 
include so-called “air bus” and 
shuttle service designed to attract 
more travel business from private 
automobiles, railroads and busses. 
One line recently announced plans 
to offer special, economy jet serv- 
ice at prices about 25% lower 
than present jet coach fares. There 
is a considerable difference of 
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opinion within the industry, how- 
ever, as to whether or not such 
developments are attracting new 
traffic or in the long run will 
prove to have been mainly diver- 
sionary by enticing passengers 
who might otherwise have gone 
via first class or regular coach 
flights at higher fares. 

It now appears that some selec- 
tive upward adjustments in air- 
line fares may be forthcoming, al- 
though the nature and timing of 
any such increases is presently 
uncertain. One of the large trunk- 
lines has filed for a general in- 
crease in fares and two others 
have filed for increases pertain- 
ing primarily to coach fares. Here 
again, however, there is far from 
unanimity of opinion among the 
lines as to the wisdom of fare in- 
creases at this time. Certain of 
the carriers have felt that a new 
fare increase might drive away so 
much business that it wouldn’t 
help earnings. The generally dis- 
appointing results, to date, of the 
promotional fare program, coupled 
with what appears to be a cau- 
tious willingness on the part of the 
CAB to at least discuss the ques- 
tion of fare increases, may bring 
the industry closer together in its 
thinking on this subject. 


The CAB has urged that the 
lines concentrate their efforts to 
cut expenses through such imme- 
diate steps as the elimination of 
free coach meals and the institu- 
tion of penalties designed to re- 
duce the problem of “no-show” 
passengers. A long range cost re- 
duction program suggested by the 
CAB is the joint use of ticketing 
facilities, airport equipment and 
maintenance bases. This Commit- 
tee recognizes the desirability of 
such “belt-tightening” procedures. 
It believes, however, that in view 
of the severely depressed level of 
the industry’s earnings, time is of 
the essence and, therefore, more 
drastic and immediate measures 
are necessary. The Committee 
feels that favorable consideration 
should be promptly given by the 
CAB to requests by the industry 
for some reasonable form of se- 
lective fare relief. 


Regulatory Climate 


The exfent to which the regula- 
tory authorities have been con- 
cerned with the industry’s prob- 
lems is indicated by the fact that 
the airlines have been the subject 
of some 75 governmental studies 
over the past ten years. The latest 
of these, Project Horizon, recog- 
nizing the seriousness and urgency 
of the situation, has recommended 
a number of approaches to the 
problem. Included in such recom- 
mendations are (a) the refusal of 
the CAB to certificate new com- 
petition except wheer it is clearly 
justified on economic grounds: (b) 
a more sympathetic approach to 
mergers that would alleviate sit- 


and healthy industry, may be 
adopting a more enlightened atti- 
tude. Earlier this year the CAB 
for the first time set up a plan- 
ing bureau, a primary purpose of 
which is to enable the Board to 
anticipate and possibly head off 
problems which arise in the in- 
dustry rather than merely at- 
tempting to correct them after 
they have become chronic. 

The recent action of the CAB 
upon the conclusion of its two- 
year-old “non-priority mail rate 
case” is likewise an encouraging 
sign. Its decision in this case laid 

Continued on page 101 


uations involving excessive com- 
petition except where it is clearly 
carriers are competing against 
stronger lines; (c) the encourage- 
ment of new rate plans designed 
to tap new sources of traffic; (d) 
the development of a sound plan 
by which all first class mail would 
be carried by air. 

Many of the suggestions made 
by Project Horizon have been 
urged before but with little con- 
sequence. There are signs how- 
ever that the regulatory authori- 
ties, who are charged by Act of 
Congress with the grave respon- 
sibility of maintaining a sound 
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out broad new authority for the 
airlines to obtain a large portion 
of new mail carrying business. 
The final decision as to whether 
the carriers will be able to avail 
themselves of this authority must 
be made by Congress however and 
it is expected to take a year at 
least before a decision will be 
forthcoming. 

With respect to air cargo the 
CAB has been urging the Military 
Air Transport Service to contract 
its airlift business to the private 
carriers On a more realistic basis. 
Also, the revocation by the CAB 


on Oct. 1, 1961 of its 15-year-old 
minimum air freight order may 
be considered as evidence of the 
Board’s willingness to allow more 
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rate-making flexibility to the in- 
dustry. 

The Board has indicated its 
concern over the Administration’s 
proposal to retain the 10% trans- 
portation tax on air fares, in- 
crease the aviation gasoline tax 
and add a two cent per gallon tax 
on jet fuel. Stating that addition of 
the fuel tax would cost the indus- 
try $34 million in 1962, the CAB 
has urged that any additional fuel 
tax be conditioned upon removal 
of the 10% transportation tax. In- 
dustry estimates as to the cost of 
the jet fuel tax are considerably 


higher. Congress did not remove 
the 10% transportation tax this 
year and the jet fuel tax question 
has been put off until next year. 
It is difficult to comprehend the 
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Newman, 


thinking behind this proposal 
which would add such a stagger- 
ing burden to an industry that is 
already in far from robust finan- 
cial condition. 


Mergers the Solution? 


Airline mergers have for some 
time been widely discussed in 
government, industry and finan- 
cial circles as offering logical 
solutions to the problem of excess 
competition in the airline indus- 
try. The major development in 
this area in 1961 was the United- 
Capital merger which represented 
the first merger between major 
elements of the industry in a 
number of years. The CAB has 
made it quite clear that its ap- 
proval of this merger should not 
be taken as a “green light,” em- 
phasizing that such action was 
literally the only practical course 
available in view of the critical 
financial position of Capital. How- 
ever, CAB Chairman Allen C. 
Boyd has gone on record several 
times in the past as favoring mer- 
gers. 


In a recent statement, Mr. Boyd 
spoke out very strongly on this 
subject, indicating that “mergers 
probably present the best solu- 
tion” for easing the plight of sev- 
eral of the financially weak lines. 
He stated that if merger studies 
are not undertaken promptly by 
the lines themselves, he person- 
ally feels that the CAB should 
initiate such studies for the pur- 
pose of arriving at recommenda- 
tions as to which lines should 
merge. Mr. Boyd mentioned that 
as criteria for CAB approval a 
merger must be in the public in- 
terest, providing better service to 
more people, and it must result 
in the continuation of effective 
competition between airlines. 


The actien of the CAB with re- 
spect to the decision which it will 
be required to make jn the rela- 
tively near future when it eem- 
pletes its Cleveland competitive 
service investigation will afford 
observers both within and with- 
out the industry an excellent op- 
portunity to judge whether the 
seemingly more sympathetic atti- 
tude of the CAB teward the prob- 
lem of excessive competition is 
real or illusory. Purpose of the 
investigation js to select carriers 
to operate in competition with 
United Air Lines in four markets 
(three of them involying Cleve- 
land) where United now has no 
airline competitor due te its 
merger with Capital Airlines. Most 
of the ten airlines which are seek- 
ing authority to operate in cer- 
tin or all of the four markets have 
also asked the CAB to include in 
the investigation route applica- 
tions involving new, through- 
plane service to markets other 
than the four directly involved. 
If the CAB acquiesces to the lat- 
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ter requests it may well result in 
the introduction of considerably 
more competition into the four 
markets, and into other markets, 
than was present prior to the 
United-Capital merger. As previ- 
ously mentioned, Project Horizon 
has recommended that the CAB 
refuse to certificate new competi- 
tion except where justified on 
economic grounds. Fina! decision 
of the CAB in this particular pro- 
ceeding should be indicative to 
the industry whether such recom- 
mendation will be heeded. 


International Air Transport 


Turning to the field of interna- 
tional air transport we find that 
excessive competition is the domi- 
nant factor here also. As more and 


more carriers join the ranks of 
international competition, and as 
additional jet aircraft are placed 
in service, capacity continues to 
inerease faster than the growth in 
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traffic. There are more than 200 
turbine aircraft in international 
service today and the number is 
increasing constantly. For prestige 
reasons many of the smaller na- 
tions, including a number of the 
newly independent ones, are en- 
tering the international transport 
market. There are now 18 sched- 
uled airlines, including the two 
United States flag operators, ply- 
ing the North Atlantic routes and 
all but one of them are equipped 
with jet aircraft. 

Although passenger traffic in 
this market during the first nine 
months of 1961 increased by about 
8% over the comparable period 
last year, seat capacity expanded 
by about 41%. As a result of this 
imbalance, average load factors 
over the North Atlantic have been 


adversely affected. Load factors 
during the four peak months June 
through September averaged 

Continued on page 102 


A Tradition of Service that began with the West 


STATE AND 


MUNICIPAL BONDS 


Specializing in General Obligations of the State of 
California and its political subdivisions 


464 Galifarnia Street 
San Francisca 26 
California 


WELLS FARGO 


Telephone: 
EXbrook 7-4411 


Teletype; SF 282 


BANK 


lee 


AMERICAN 
TRUST 





MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 

























102 


Continued from page 101 
about 53% this year, down from 
68% in the 1960 period. 

Even more so than in the do- 
mestic market, air travelers on 
the international routes are fa- 
voring economy class accomoda- 
tions over first class. With the 
great increase in available space 
the average traveler seems more 
interested in the factors of speed 
and economy than in the glam- 
orous features of first class travel. 
Economy class accounted for 90% 
of the North Atlantic total in the 
third quarter this year against 
84% last year. 


U. S. Flag Carriers Continue 
Losing Ground 


The past year has seen a con- 
tinuation of the decline, which 
commenced in about 1950, in the 
relative position of the United 
States flag carriers on the inter- 
national air lanes. During the last 
ten years their participation in 
the trans-Atlantic market has 
dropped from about 63% to about 
40%. United States flag lines 
carried about 55% of the traffic 
between the United States and 
Latin America in 1960, down from 
about 80% in 1950. Their percent- 
age of the Pacific business has 
recently been about 67% as com- 
pared with almost 79% in 1953. 

It has been a logical expectation 
that U. S. international air trans- 
port, which had carried the pre- 
ponderance of post World War II 
international air traffic up to and 
including the early 1950’s, would 
tend to decline as other countries 
strengthened and expanded their 
air operations in world markets. 
However, the rapidity and extent 
of the decline in recent years 
have been such as to raise serious 
questions as to certain of the basic 


o 


— ‘ 


concepts of competition in these 
markets. 

Beginning with the so-called 
Bermuda Bilateral Agreement 
which was entered into by the 
United States and the United 
Kingdom in 1947, this country has 
concluded some 40 additional bi- 
lateral agreements with foreign 
nations with respect to air routes 
between such nations and the 
U. S. All of these agreements have 
been founded on the principle 
that each coutry shouid be al- 
lowed to schedule sufficient ca- 
pacity to adequately service the 
traffic flow from or to such coun- 
try. The U. S. flag carriers, how- 
ever, are faced with an obvious 
problem in connection with these 
agreements in view of the fact 
that this country generates so 
much more international traffic 
than any other single country. 
Thus the United States offers far 
greater profit potentiality to a 
foreign airline which is granted 
access to our market than is 
available to American flag car- 
riers through a reciprocity agree- 
ment with the foreign airline’s 
particular country of origin. 

Furthermore, most aviation au- 
thorities feel that, for diplomatic 
and other politically inspired rea- 
sons, the United States has been 
inclined to be overly generous in 
granting so-called “third country” 
or “and beyond” rights to foreign 
lines which enable them to carry 
traffic between the United States 
and other foreign countries in 
addition to the particular line’s 
homeland. Most foreign govern- 
mets have tended to be consider- 
ably more restrictive in granting 
such rights to the U. S. flag car- 
riers. Also the degree to which 
foreign carriers have been al- 
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Continued from page 102 
lowed to extend their routes into 
U. S. cities beyond their gateway 
points of entrance into this coun- 
try affects not only the U. S. in- 
ternational carriers but also cre- 
ates additional competition in the 
trunk line markets. 





CurRitT* 


FIRST CALIFORNIA 


INCORPORATED 











Volume 194 Number 6120 .. 





Fidelity Union Trust 
Mrs. Claude D. Seibert, New York; Walter V. Kennedy, 
H. Hentz & Co., New York 





New Concept May Be Needed 
There is a difference of opinion 
within our government today as 
to whether 
preblems can be arrived at within 
the framework of the principles 
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of the Bermuda Agreement or 
whether some entirely new con- 
developed. 
problem is obviously a very com- 
plex one, involving not only the 
postures of 
tions, but also the delicate areas 
and_ politico-eco- 
nomics. The ability of U. S. air- 
manufacturers 
tinue their export sales of com- 
mercial jet transports in certain 
markets could be affected by our 
actions in dealing with the prob- 
lem. The importance of a strong 
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and vigorous U. S. international 
air transport system both from 
the economic and the military 
standpoint, however, demands 
that some equitable solution be 
evolved. 


One of the recommendations in 
the Project Horizon report is that 
a comprehensive study of U. S. 
international aviation relations be 
undertaken to “review our ob- 
jectives in the field of interna- 
tional aviation in terms of an 
opportunity for profitability for 
our carriers and assurance of the 
availability of the best possible 
air service at the lowest feasible 
price.” Project Horizon suggests 
that such study should include a 
review of all rights which have 
been exchanged with foreign na- 
tions since World War II, includ- 
ing the basis of the policies de- 
termining such exchanges and 
probable future trends. It is en- 
couraging to note that a steering 
committee, including representa- 
tives from the CAB, Department 
of Defense, Department of Com- 
merce and other governmental 
agencies, has been named to su- 
pervise a study of international 
air transportation which is to be 
made by a private consulting firm. 
The CAB is currently carrying 
on an investigation of the terms, 
conditions and limitations of for- 
eign air carrier permits. Public 
hearings are scheduled for later 
this year. 


Local Service Airlines 


A significant development in 
this comparatively little known 
segment of the air transport in- 
dustry occurred this year when 
the 13 local service airlines began 
operating under the CAB’s new 
class mail rate system of subsidy. 
Unlike the old system of indivi- 
dual subsidy, which was based 
primarily upon the size of operat- 
ing losses, payments to individual 
carriers under the new system 
are based upon a formula which 
tends to reward those lines who 
operate most economically and 
efficiently. 

Several of the local service car- 
riers reported profitable opera- 
tions during the first half of 1961 
and virtually all have shown 
substantial improvement over the 
1960 period. Broadly speaking, 
equities of the local service lines 
have shown price appreciation 
this year, although the down 
trend in airline stock prices in 
general, which commenced in 
mid-year, has also been reflected 
in many of the local service 
stocks. 

It is much too early to judge 
whether the new system will ac- 
complish the objectives of the 
CAB to stimulate the more ef- 
ficient operation of these carriers, 
to develop more rapid traffic 
growth and to increase the ability 





of the industry to re-equip itself. 
However, it is encouraging to note 
the progress which is being made, 
not only through the efforts of the 
regulatory authorities but also 
through the industry’s own at- 
tempts to solve its cost problems 


through self-imposed efficiencies. 
At least two of the members of 
the industry have progressed to 
the point where they have seen 
fit to order small turbo-jet equip- 
ment which is expected to be 
intreduced into service beginning 
in 1965. 
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Helicopters 
The three U. S. certificated 
helicopter carriers, operating in 
the Chicago, Los Angeles and 
New York areas respectively, 
passed the 500,000 mark in pas- 
senger traffic for the first time 
in 19€0. Traffic patterns this year 
have been somewhat conflicting, 
with gains in the Los Angeles 
area tending to offset a substan- 
tial drop in the Chicago airport 
complex. New York traffic has 
remained at about the same level 
Continued on page 104 
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as last year. Total revenue pas- 
sengers carried by the three lines 
in the first six months of 1961 
decreased about 10% from the 
same period last year. Revenue 
passenger miles, however, were 
up 7%. Operating revenues in the 
six months this year aggregated 
about $4,114,000, down slightly 
from 1960. The continued rise in 
operating expenses, however, re- 
sulted in operating losses of $334,- 
C00 in the six months period this 
year compared with operating 
profits of $129,000 for the 1960 
period. The lines continue to be 
heavily subsidized and indications 
are that subsidy needs will re- 
main substantial for the foresee- 
able future. However, on a per 
available seat mile basis, subsidies 
have dropped from abont $3.61 in 
1954 to $0.26 in 1960. While break- 
in costs relating to the new large 
turbine-powered helicopters cur- 
rently being introduced into serv- 


ice will initially require larger 
subsidy, it is expected that oper- 
ating economies of the new equip- 
ment should result in a downward 
trend in subsidy payments. 

The introduction of these new 
machines constitutes a major de- 
velopment in helicopter transport. 
With a capacity of 25-28 passen- 
gers, virtually double the capacity 
of the largest piston engine craft, 
and substantial improvements in 
speed, operating economy, all- 
weather capability, etc. the new 
helicopters should pave the way 
for eventual self sustaining op- 

erations by the carriers. 


CAB Subsidies 


Congress ruled this year that 
that the CAB can spend no more 
than $6,000,000 in helicopter sub- 
sidies during the fiscal year end- 
ing next June 30. The CAB had 
requested $6,900,000. As a result 
of this action by Congress, the 
CAB has told the three scheduled 
carriers that their operations and 
expansion plans will have to be 
curtailed this year. Several of the 
Committee members have ex- 
pressed the viewpoint that it was 
unwise of Congress to take action 
which may hinder the activities 
of these carriers just when they 
appear to be reaching a crucial 
point in their development. 


The so-called “commercial hel- 
icopter” field, which includes all 
helicopter operations other than 
those of the three scheduled pas- 
senger lines, has continued its im- 
pressive growth. A survey con- 
ducted earlier this year indicated 
that there are approximately 245 
U. S. and Canadian commercial 
helicopter operators which last 
year did $50 million of business 
involving 57 different types of 
service. The greatest activity is in 
five areas—charter and taxi, pho- 
tography, forestry, power-line pa- 
trol and crop spraying. 
All-Cargo Carriers 

Turning to the subect of air 
cargo we find again the specter 
of excess capacity and the effect 
thereof upon the profitability of 
the all-cargo operators. The air 
freight business has been growing 
at a healthy rate for a number 
of years and its growth has con- 
tinued this year. However the 
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total volume of present air freight 
traffic is still not sufficient to fill 
the available capacity. The situa- 
tion has been aggravated by the 
introduction of jet equipment, not 
only because the jets can carry 
more freight faster but also be- 
cause the trunk lines and U. S. 
flag carriers have pressed certain 
of their surplus piston engine 
engine equipment into use as all- 
cargo carriers. The total move- 
ment of freight by air is, of 
course, still very small in relation 
to the overall freight business. 
Less than 1% of total domestic 
inter-city freight traffic was car- 
ried by air in 1960. 


Two Domestic Carriers 


There are only two U. S. cer- 
tificated all-cargo carriers in 
scheduled domestic service plus a 
third which operates scheduled 
service over the North Atlantic. 
Operating revenues of the two 
domestic carriers have been run- 
ning ahead this year and one of 
the two, Flying Tiger, showed a 
net income of $169,000, before 
capital gains from sale of air- 
craft, for its fiscal year ended 
June 30, 1961. The carrier recently 
reported that it lost money in its 
fiscal first quarter ended Septem- 
ber 30, primarily due to expenses 
connected with putting new 
equipment into service. Seaboard 
World Airlines, the North Atlan- 
tic all-cargo carrier, showed a 
drop in revenues and experienced 
operating losses of about $2.6 mil- 
lion in the first eight months of 
this year, reflecting the extremely 
competitive conditions in that 
market. Even these losses repre- 
sent an improvement over the 
1960 eight months period, how- 
ever, when the carrier suffered 
operating losses of $6,383,000. 
Most of the total air freight con- 
tinues to be carried by the large 
trunk line and U. S. flag carriers. 
The all-cargo lines’ portion of 
total air freight in 1960 amounted 
to only about 25%. 


Lower Rates Essential 


A key to the successful devel- 
opment of the air freight market 
continues to be lower rates, both 
domestically and on the interna- 
tional routes. The magnitude of 
the rate reduction task is indi- 
cated by the fact that, according 
to studies conducted by the Air 
Transport Association, air freight 
rates range anywhere from two 
to ten times the rates for surface 
transport of materials and prod- 
ucts suitable for carriage by air. 
Other major hurdles in the de- 
velopment of this market exist on 
the ground. Not only is there need 
for expanded and modernized 
ground facilities for handling in- 


creases in air freight volume but 
the customers themselves must 
learn to tailor their surface dis- 
tribution systems so as to obtain 
more fully the benefits offered by 
air freight. 

Several of the all-cargo carriers 
are planning to place into initial 
operation, sometime in early 1962, 
new turbo-prop aircraft, such as 
the CL-44, a swing-tail design 
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which is expected to reduce op- 
erating costs considerably. Lead- 
ing U. S. jet transport manufac- 
turers have developed and 
currently are offering to cargo 
carriers various cargo configura- 
tions or combination cargo/trans- 
port configurations of existing 
military and commercial turbo- 
fan powered transport aircraft 
such as the C-135, 707, and DC-8. 
Use of turbo-fan powered 
equipment, with its increased ton- 
mile capability, promises not only 
substantial reduction in operating 
costs but requirements for fewer 
aircraft and therefore less invest- 
ment on the part of the carrier. 
Within four to five years it is ex- 
pected that there will be avail- 
able a civil version of the C-141, 
a jet cargo aircraft, employing 
turbofan power plants, which is 
being developed for the Air Force. 
Its proposed pay-load of about 
75-95,000 pounds compares with 
the 50-65,000 pound pay-load of 
the CL-44 turbo-prop. The in- 
dustry is confident that the ad- 
vent of such specialized turbine 
powered equipment and the ex- 
pected operating ec onomies 
thereof will be conducive to the 
development of a more competi- 
tive rate structure. 

Besides the introduction of new 
equipment, the past year has seen 
other developments of importance 
to the air freight industry. The 
CAB, for example, in October of 
this year removed its longstanding 
minimum freight rates. Although 
many of the trunk line carriers 
disapprove of this action by the 
CAB, fearing posible rate wars, 
the Board has stated that it was 
removing the rate floor in order to 
allow the carriers “maximum 
flexibility and opportunity to ex- 
pand with promotional rates.” As 
previously mentioned, the CAB 
has also continued to urge that 
the Military Air Transport Serv- 
ice contract more government 
business to private lines at prifit- 
able rates. The CAB chairman 
recently suggested that joint air- 
rail and air-truck rates be ex- 
plored as a possibility for ex- 
panding the use of air freight. 


A controversial point is that 
relating to the currently proposed 
legislation for making low inter- 
est rate, government guaranteed 
loans available to finance pur- 
chases of all-cargo aircraft. Mem- 
bers of previous aviation securi- 
ties committees have indicated a 
belief, with which we concur, 
that (a) such government guaran- 
teed loans would not necessarily 
be of major importance in the de- 
velopment of the air cargo busi- 
ness and (b) that implementation 
of such loans is contrary to our 
nation’s basic philosophy of free 
enterprise. In this connection sev- 
eral of the all-cargo carriers are 
currently asking that they be 


made eligible for direct subsidy. 
The CAB has been reviewing the 
subject of subsidy, both direct and 
indirect, to these carriers and a 
ruling is expected shortly. 


Conclusion 
This has been another difficult 
year for the air transport indus- 


U.S. 


try. Nevertheless, in spite of the 
many serious problems which the 
air carriers continue to face, there 
are encouraging signs that sat- 
isfactory solutions to these prob- 
lems may be found before too 
very long. The increasing indica- 
tion of a more realistic and sym- 
pathetic attitude on the part of 
the regulatory authorities is per- 
haps the most hopeful of these 
signs. Much remains to be accom- 
plished however, and it is incum- 
bent upon the airlines, the au- 
thorities and all others directly or 
indirectly concerned with this 
vital industry to exert maximum 
effort toward meeting its prob- 
lems. 

The following is an excerpt 
from a talk recently given by Mr. 
James F. Oates, Jr., president of 
the Equitable Life Assurance So- 
ciety of the U. S.: 

“May I remind you as a repre- 
sentative of a substantial investor, 
that institutional investors, which 
have for many years financed all 
types of transportation carriers, 
hope to continue to do so. 

“They will, however, be forced 
out of this type of investment if it 
becomes much more difficult to 
see a clear prospect of adequate 
earning power under private 
management. The alternative is 
Government ownership-nationali- 
zation. We cannot afford that al- 
ternative.” 

It so happens that the principal 
subject of Mr. Oates’ remarks 
was the railroad industry and the 
bitter experiences with govern- 


ment operation thereof which 
had been suffered by this coun- 
try, in World War I, and by a 
number of foreign nations. It is 
a sobering thought that the 
speaker’s words with respect to 
government ownership-nationali- 
zation as the alternative of “ade- 
quate earning power under pri- 
vate management” might equally 
be applied to the air transport 
industry. 

Respectfully submitted, 
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Continued from page 65 
rates and rate of return on pipe- 
line operations. 


Mention was made in last year’s 
report of the adoption by the Fed- 
eral Power Commission of a 
broad program for regulating 
rates of independent natural gas 
producers on an area price basis, 
instead of confining itself to the 
utility rate base method which it 
found was not workable. In the 
meantime area rate proceedings 
for two large producing areas— 
the Permian Basin and southern 
Louisiana—have been commenced. 
Into these proceedings have been 
consolidated a number of indi- 
vidual cases which involve the 
prices of gas produced in these 
areas, but it is still not clear what 
principles of price regulation are 
going to be applied in the out- 
come of these proceedings and 
others which may be held in the 
future. 


In an address before the Inde- 
pendent Natural Gas Association 
last spring, Mr. Joseph Swidler, 
the new Chairman of the Federal 
Power Commission, expressed 
some of his own views on this 
subject. There has been a great 
change in the membership of the 
Commission, which shortly will 
be comprised entirely of new 
appointees. The comments of the 
new chairman may perhaps be 
regarded as the best available in- 
dication at this time of what to 
expect in the way of FPC policy 
on regulation of producer prices. 
New Chairman’s Philosophy of 

Price Reassuring 

The new chairman stated very 
clearly that he does not believe 
that the production of natural 
gas lends itself to a utility-type 
cost of service and rate of return 
approach. He recognized that the 
independent producer takes real 
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financial risks in the hope of a 
large reward if he is successful, 
and that he cannot be expected to 
risk his money without the hope 
of something more than the type 
of return which is usual for util- 
ity-type enterprises. He ex- 
pressed the view that area prices 
should serve as ceilings and not 
as floors. He alluded to the fact 
that the major parties to these 
proceedings have been ordered to 
furnish extensive information on 
costs and stressed the point that 
area rates cannot be put into ef- 
fect without a knowledge of at 
least the overall cost of producing 
gas within the area. 


In general, his views on this 
subject may be considered rea- 
sonable and reassuring but, of 
course, it remains to be seen 
whether the administration of 
these policies and the final treat- 
ment of prices is reasonable. 
After all, it is often possible for 
two parties to agree on a set of 
principles but all too easy to dis- 
agree on what it takes to imple- 
ment those principles. In any 
event, it will still take a great 
deal of time for any working pol- 
icy to develop from these area 
price proceedings; in the mean- 
time many individual applications 
which appear to have merit are 
being held up to the detriment of 
those producers affected. 


Pipeline Stocks in Disfavor 


Turing to the subject of rate of 
return for pipeline companies, the 
industry is still awaiting evidence 
that the Commission is going to 
allow adequate increases in rate 
of return in order to offset the in- 
creasing cost of senior capital. 
The Commission has issued sev- 
eral opinions on rate of return in 
the last year or so, from which 
emerged an apparent pattern of 
allowing an overall rate of return 
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sufficient to produce a rate of re- 
turn of 10-11% on the common 
stock equity component of the 
company’s capitalization without 
regard to the degree of leverage 
in the particular company’s capi- 
talization. Such a policy, if it is a 
policy, completely ignores the dif- 
ferences in risk to the common 
stockholder which result from dif- 
fering degrees of leverage. 

Investor reaction to the pattern 
of these recent decisions has been 
noticeably one of discouragement, 
as evidenced by the fact that mu- 
tual funds have, on balance, been 
sellers of pipeline securities dur- 
ing the 12 months which ended 
June 30 of this year, the latest 
date for which figures are avail- 
able at the time of this writing. 
The new Commission will have 
an opportunity to regain investor 
confidence when it comes to de- 
cide several cases which are now 
in progress. It is fervently hoped 
that, in the interest of consumers 
and investors alike, the Com- 
mission will not come forth with 
“too little too late.” 

Economic trends in the natural 
gas industry have continued to 
show up well. In the year 1960 
new records were set in the con- 
sumption of natural gas with an 
increase of 5.7% over 1959. Trans- 
mission main showed an increase 
of 4.4% to 183,830 miles of pipe; 
distribution main increased by 
5.4% and field and gathering fa- 
cilities were up 4.9%. Residential 
gas customers exceeded 30 mil- 
lion in number for the first time. 
Proved recoverable reserves of 
natural gas reached a new peak 
of 263.8 trillion cubic feet at the 
end of 1960 in spite of record net 
production during the year. 


Canadian Developments 


The Canadian oil and natural 
gas scene in 1961 has been 
marked by three major develop- 
ments. First, there has been a 
substantial improvement in both 
actual and anticipated crude oil 
production. Second, there has 
been logical working out of the 





implications of the improved out- 
look for natural gas resulting 
from the granting of the 1960 ex- 
port permits. And third, there 
has been a continuance of poor 
operating results in the refining 
and marketing sector of the oil 
industry stemming from over- 
capacity and intense competition. 


The most important new devel- 
opment in the Canadian oil in- 
dustry in 1961 has been the enun- 
ciation early in the year of the 
National Oil Policy. The back- 
ground to this is significant. 


New National Oil Policy 
Enunciated 


In 1960, Canadian production of 
crude oil and natural gas liquids 
averaged some 540,000 barrels per 
day against a production capacity 
well in excess of one million bar- 
rels. This situation was reflected 
in a strong agitation for govern- 
mental measures designed to in- 
crease oil output, and toward the 
end of the year it became known 
that a thorough study of the en- 
tire situation was being under- 
taken for the Federal Govern- 
ment by the National Energy 
Board. Speculation as to possible 


government action finally ended 
with the announcement by the 
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Federal Minister of Trade and 
Commerce on Feb. 1, 1961 of a 
National Oil Policy. This policy 
was designed to use persuasion 
rather than coercion to produce a 
substantial rise in Canadian Oil 
and natural gas liquids output. 


The industry was expected to 
arrange for an increased use of 
products in Ontario refined from 
domestic crude by the elimina- 
tion of direct imports of crude 
oil into Ontario refineries and by 
displacement of products refined 
from imported crude oil and 
shipped into Ontario from Mont- 
real. In addition, the industry 
through its U. S. connections 
was expected to secure materially 
imported export markets, par- 
ticularly on the U. S. West Coast 
where other imported crudes, not 
U. S. domestic production, would 
be displaced. The entire Na- 
tional Oil Policy was designed as 
an alternative to more stringent 
measures involving the capturing 
of the Montreal refining market 
for Canadian crude through tar- 
iffs, quotas, or other arrange- 
ments. Target levels for Canadian 
Production established under the 


National Oil Policy were 625,000 
barrels per day by mid-1961, an 
Continued on page 107 
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average of 640,000 barrels per day 
over the whole of 1961, and an 
average of 800,000 barrels per day 
in 1963. 


Favorable Reaction 


The initial reaction within the 
oil industry to the announcement 
of the National Oil Policy was 
generally favorable, the targets 
being regarded as stiff but within 
the bounds of possibility. While 
many smaller independent pro- 
duction companies were disap- 
pointed at the failure to initiate 
construction of a new oil pipe- 
line from western Canada to 
Montreal, most major companies 
were pleased to avoid the rigid- 
ities which such a move would 
have imposed. 


During the course of 1961, the 
progress made in meeting the Na- 
tional Oil Policy targets probably 
was surprising even to its warm- 
est advocates. In June, produc- 
tion averaged some 633,000 bar- 
rels per day against the target 
figure of 625,000. Toward the 
year end it became apparent that 
the overall target figure for the 
year of a 640,000 barrels per day 
average would likely be exceeded 
by a small margin, while the out- 
look for meeting the 1963 target 
of 800,000 barrels per day was 
encouraging. 
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Progress made in 1961 reflected 
to some extent an increased use 
of Canadian crude in Ontario, but 
this increase was limited by the 
complexity of the supply re- 
arrangements necessary and will 
be restricted in the long run by 
available refinery capacity. Thus 
perhaps the most important de- 
velopment in Ontario was the an- 
nouncement of new refinery con- 
struction to be undertaken in the 
province and completed within 
the next two years, aggregating 
some 55,000 barrels per day. The 
real area where progress was 
made in 1961 was the export field. 
Exports to the U. S. West Coast 
rose from some 50,000 barrels per 
day in 1960 to an indicated level 
for 1961 of some 93,000 barrels, 
the increase representing a 
greater use of Canadian crude by 
previously connected refineries. 
Exports to other U. S. areas, not- 
ably the Midwest, rose from some 
65,000 barrels per day in 1960 to 
an indicated level of some 91,000 
barrels in 1961, the increase stem- 
ming primarily from the entry of 
Canadian crude for the first time 
into the Detroit-Toledo-Buffalo 
refining areas. 

The initial U. S. reaction to 
Canada’s National Oil Policy was 
cautious, and repeated warnings 


were forthcoming that Canada 
should not force the pace of 
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growth of exports to the U. S. 
beyond reasonable levels. Toward 
the end of 1961 concern was ex- 
pressed in some quarters at the 
rate of growth of Canadian ex- 
ports to the U. S. Midwest, and 
U. S. Interior Secretary Udail was 
quoted as saying that the rise in 
Canadian oil flow to that area had 
gone much faster than had been 
anticipated. While no actual cut- 
back in levels of Canadian oil ex- 
ports to the U. S. is currently 
expected, some easing of their 
rate of growth now seems likely; 
this, however, will probably rep- 
resent no more than a normal 
leveling off of exports into the 
newly penetrated Detroit-Toledo- 
Buffalo areas after the initial 
buildup period. 


New BC Pipeline Nearing 
Completion 

An interesting side develop- 
ment in the 1961 Canadian oil 
scene has been the commence- 
ment of the construction (due for 
completion by the year-end) of 
an oil pipeline entirely within 
the Province of British Colum- 
bia connecting the oil fields in 
the Peace River area of the Prov- 
ince with the Trans Mountain 
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line to Vancouver at Kamloops. 
Despite arguments regarding the 
economic as oposed to the politi- 
cal justification for the project, 
there is no doubt that it will 
greatly stimuiate oil exploration 
and development in north-eastern 
British Columbia. At the same 
time markets for Alberta oil will 
to some degree be cut back by 
the new and unproprated British 
Columbia production which will 
acquire a direct pipeline connec- 
tion with markets. 

The outlook for Canadian oil 
producers has been improved in 
1861 not oniy by the success to 
date of the National Oil Policy in 
increasing production, but also by 
an improvement in the well-head 
price of crude. This improve- 
ment, 10 cents per barrel for light 
grades and up to 18 cents for 
some medium gravity crude, has 
stemmed primarily from a re- 
duced exchange value for the 
Canadian dollar brought about by 
Canadian Government action dur- 
ing the year with a view to im- 
proving Canada’s international 
trade position. 

The 1960 Report of this Com- 
mittee referred to the approval in 
that year of three major new Ca- 
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nadian gas export projects and to 
the greatly improved outlook for 


the Canadian gas industry con- 
sequent on this approval. Some 
of the implications of the ap- 


proval have been worked out in 
1961. 

One of the three export proj- 
ects approved last year was in 
operation throughout 1961 while 
the other two had facilities in the 
course of construction during the 
year but were not in operation. 
Thus natural gas production, ris- 
ing from 1,238 million cubic feet 
per day in 1960 to an estimated 
1,700 million in 1961, only began 
to reflect the increased export 


demand for that product. Con- 
struction activity in the natural 


gas industry was at an unprece- 
dented level, not only in connec- 
tion with the construction of the 
main trunk lines involved in the 
Alberta to California export proj- 
ects and their related gathering 
systems, but also in connection 
with gas processing facilities in 
gas fields throughout Alberta. 
The bulk of this construction was 
running substantially on sched- 
ule as the year drew to a close, 
and will result in the operation 

Continued on page 108 
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for the full year 1962 of the re- 
maining authorized export proj- 
ects. 

Controversy in Alberta 


Probably the most interesting 
by-product of the activity in the 
Canadian gas industry in 1961 
was the cute controversy which 
came to a head in the Province of 
Alberta over the disposal of nat- 
ural gas liquids. In view of the 
very substantial increases in pro- 
duction facing the industry, much 
of it coming from wet gas fields 
in the Alberta foothills, it became 
evident some time ago that a sur- 
plus of natural gas liquids beyond 
Canadian prairie requirements 
would likely arise. Just how 
substantial this surplus will be is 
a matter of wide disagreement. 
This year and in 1960 the Alberta 
Oil and Gas Conservation Board 
had before it applications from 
six groups designed to deal with 
natural gas liquids surplus in 
varying ways. 

The most extensive project was 
that of Westalta Products Pipe 
Line Ltd. and Foothills Pipe Line 
Ltd. (both associates of Pembina 
Pipe Line Ltd. and the Standard 
Oil Company of Indiana) which 
wished to construct a grid system 


in Alberta designed to collect 
products for shipment through a 
proposed new U. S. line to Chi- 
cago. Two other rival companies, 
Provincial Products Pipelines 
Limited (a subsidiary of Canadian 
Husky Oil Ltd.) and Hydrocar- 
bons Pipeline Limited (a subsid- 
iary of Canadian Hydrocarbons 
Limited) advanced more modest 
proposals involving the construc- 
tion of grid systems in Alberta 
and the utilization of existing 
pipeline systems to eastern Can- 
ada. The British American Oil 
Company Limited, through a sub- 
sidiary, sought to construct two 
short products lines into the Al- 
berta refining centers of Calgary 
and Edmonton, and Hudson’s Bay 
Oil and Gas Limited asked for a 
permit for a short line from cer- 
tain southwestern Alberta fields 
to the U. S. border where prod- 
ucts were to be exported into fa- 
cilities of the company’s parent, 
Continental Oil Company. In 
addition, Royalite Oil Company 
Limited also asked for a permit 
for a short line into Calgary. 

It will be seen that the pro- 
posals ranged from the most am- 
bitious and long-term integrated 
projects to a series of smaller 


measures of only partial appli- 
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cability to the industry, most of 
them designed to fit into wider 
overall schemes at a later date. 


In June of 1961 the Alberta Oil 
and Gas Conservation Board 
made a recommendation, later ac- 
cepted by the Alberta govern- 
ment, indicating that in its view 
it is still early to launch an over- 
all integrated plan for disposing 
of the province’s surplus natural 
gas liquids, and favoring a step 
by step approach. The Alberta to 
Chicago comprehensive system 
was rejected; no doubt the feeling 
that U. S. producers might object 
to a sudden shipment of substan- 
tial additional quantities of prod- 
ucts into the heart of the Midwest 
market played some part in the 
Board’s thinking. In addition, the 
two proposed Alberta-only grid 
systems were rejected, along with 
one of the two short lines pro- 
posed by The British American 


Oil Company Limited. The re- 
maining applications were ap- 
proved. 


Toward the year-end the other 
B. A. project and the Royalite 
project had been proceeded with 
and were substanially complete, 
while the Hudson’s Bay Oil and 
Gas Limited project still sought 
Federal approval from the Na- 
tional Energy Board. 


Overall drilling in the Ca- 
nadian oil and gas industry in 
1961 lagged some 6% behind 
1960 levels. The decline was con- 
centrated in the development 
sector and reflected a lack of 
major new discoveries and a 
trend toward wider well spacing 
in existing fields. Exploratory 
drilling was well maintained and 
statistics indicate no slackening 
in the search for new reserves. 

While Canadian gas utilities 
continued in most cases to have 
a good experience in 1961, the re- 
fining and marketing segments of 
the oil industry continued in the 
doldrums. Most observers . feel 
that several more years must yet 
elapse before surplus refinery 
capacity in many areas of the 
country is again fully utilized. 


International Oil Industry 


With free foreign areas display- 
ing faster economic growth than 
the United States, the growth in 
energy requirements is expected 
to outpace that of the domestic 
economy. Over the next decade, 
energy consumption should in- 
crease at an annual rate of 31424% 
in the United States and 44% 
in the free foreign area. Despite 
the large growth potential which 
exists for hydroelectric facilities, 
the bulk of the prospective world- 
wide gain in energy demand will 
be satisfied by petroleum and 
natural gas. In 1960 petroleum 
and natural gas supplied approxi- 
mately 44% of free foreign energy 


requirements, and The Chase 
Manhattan Bank, in a recently 
published study entitled “The Fu- 
ture Growth of the World Petro- 
leum Industry,” estimates these 
two sources will account for 57% 
of total energy requirements in 
1970. In certain areas, notably 
Western Europe, oil is still in 


the process of displacing coal as 
the primary source of energy. 
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Per Capita Consumption 
Increasing Abroad 

Anticipated population growth 
rates for the free foreign part of 
the world are almost identical 
with those of the United States. 
However, since foreign population 
is almost 10 times greater, the 
prospective growth in absolute 
numbers of people is considerably 


Continued on page 111 


DEALERS 


CORPORATE SECURITIES 


SPECIALIZING IN 
TEXAS AND SOUTHWESTERN STOCKS 


E. H. AUSTIN & CO. 


Member Midwest Stock Exchange 
National Bank of Commerce Bldg. 


Phone: CA-3-3051 


SAN ANTONIO 5S, TEXAS 
Bell Teletype: SA 162 


Direct and Connecting Wires to Dallas-Chicago-New York and 
Members Midwest Stock Exchange Wire System 

















Dealers in 
e MUNICIPAL BONDS 
e CORPORATE SECURITIES 
+ BANK & INSURANCE STOCKS 


PRIVATE PLACEMENTS 
UNDERWRITING 


MERCANTILE BANK BUILDING 
DALLAS 1, TEXAS 


RIVERSIDE 8-0033 TWX DL-1079 


SANDERS & COMPANY 
Members New York Stock Exchange 


REPUBLIC NATIONAL BANK BLOG 








DALLAS 





AMUNG 
McKINNEY ine 















Rolli 
O’Le 


Mr. 





Volume 194 Number 6120... The Commercial and Financial Chronicle 


© UNDERWRITERS 
© DISTRIBUTORS 
© BROKERS 
® DEALERS 


CORPORATE AND MUNICIPAL SECURITIES 


Rollin Bush, First National City Bank of New York; Jack Coui Hi ; 
O’Leary, Eastman Dillon, Union Securities & Co., New York; Tom Feby, Gabak A Ce, Es Vack 


Huss V Con pany 
Mame National Building 
Fan Gntonio, Texas 


FORT WORTH McALLEN SAN ANGELO 


MEMBERS 


NEW YORK STOCK EXCHANGE 
AMERICAN STOCK EXCHANGE (ASSOC.) 


Mr. & Mrs. Charles R. Treuhold, Paribas Corporation, New York; Mr. & Mrs. Richard N. Beaty, 
Carl M. Loeb, Rhoades & Co., New York 


ase 


Mr. & Mrs. John N. Mitchell, Caldwell, Marshall, Trimble & Mitchell, New. York; Mr. & Mrs. Kenneth 
C. Ebbitt, Shelby Cullom Davis & Co., New York 


ta.” 


Mr. & Mrs. Joseph F. Lockett, Townsend, Dabney & Tyson, Boston; Mr. & Mrs. Edward Carpenter, 
McDougal & Condon, Chicago 


Decision 


The meeting is over, the course is set, the decision is made. Close per- 
sonal contact with top management of Southwestern firms enables 
Parker, Ford to interpret business activity. You might call it the human 
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larger. While the United States 
should add 37 million people by 
1970, free foreign population 
should increase by 250 million. 
In addition, since the per capita 
consumption in the free foreign 
area is only about one-ninth that 
of the United States, the pro- 
spective rate of per capita growth 
is three times faster than in the 
United States. At the present 
time a citizen of the United States 
utilizes 43.5 barrels of oil or its 
equivalent per year. Canadian 
consumption is comparable. How- 
ever, the rate in Australia is 40 
barrels, Western Europe 15 bar- 
rels, Japan seven barrels and 
Latin America not quite four bar- 
rels. 

A noticeable trend in recent 
years has been the desire by peo- 
ple in foreign areas to own an 
automobile. This has resulted in 
the growth of registered private- 
ly-owned cars from 12 to 32 mil- 
lion in the past decade. Also, 
while the number of people per 
car is still very much higher than 
in the United States, it has de- 
clined from 120 to 52 in the past 
decade. Most of the foreign 
growth in car ownership has oc- 
curred in Western Europe. Over 
the past decade, automobile regis- 
trations there rose from six mil- 
lion to 21 million while the ratio 
of persons per car declined from 
47 to 15. 

The continued high level of 
industrial activity in Western Eu- 
rope has supplemented this trend. 
The economies of all of the na- 
tions in this area continue to op- 
erate at close to capacity as stand- 
ards of living are constantly being 
raised. Consequently, European 


companies have steadily increased 
plant capacity and many Ameri- 
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can companies have entered the 
continent. It is likely that indus- 
trial activity in Western Europe 
will remain at high levels for 
several years notwithstanding pe- 
riodic business fluctuations. 


Reserves Unevenly Distributed 


There is little doubt that crude 
oil reserves are more than ample 
to support the estimated growth 
in demand over the next 10 years. 
However, these reserves, cur- 
rently in excess of 230 million 
barrels, are unevenly distributed 
in relation to consuming areas. 
The United States presently ac- 
counts for more than 50% of free 
world demand but has only 15% 
of reserves. In sharp contrast is 
the Middle East with 68% of re- 
serves and less than 1% of con- 
sumption. In fact, Middle Eastern 
reserves could satisfy all of the 
world’s needs for petreleum dur- 
ing the next decade if adequate 
producing and transportation fa- 
cilities were provided and politi- 
cal stability assured. 

During 1960 free world con- 
sumption of petroleum products 
totaled 19 million b/d, a gain of 
7% over 1959. Usage of petro- 
leum products in the United 
States advanced only 2.4% to 9.7 
millon b/d, while an increase of 
12.4% was recorded by all other 
free world countries. At the same 
time production of crude oil in 
the free world averaged 17.7 mil- 
lion b/d, an increase of approxi- 
mately 6% over the 1959 figure. 
During this period Eastern Hemi- 
sphere production increased 
15.8% while Western Hemisphere 
production increased 1.4%. Thus 
the pronounced trend of recent 


years continued with the United 
States showing a decline as both 
a consumer and producer of petro- 
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leum products, relative to the rest 
of the free world. 


Competition for “International” 
Companies 

Until the past two or three 
years producing activities outside 
the United States were almost 
completely dominated by the 
seven major international oil 
companies. Through increased 
earnings, combined with low cap- 
ital expenditures, these com- 
panies were able to show a steady 
increase on the return on their 
foreign invested capital through 
1955 when a figure of 30% was 
reported. Other United States 
companies, observing the increas- 
ing earnings of the internationals, 
were determined to participate in 
this bonanza. Consequently they 
invested heavily in new Venezue- 
lan concessions in 1956 and 1957. 
The existing internationals, in 
order to maintain their dominant 
position, bought their share of 
these concessions. When oil in 
large quantities was found in 
Lake Maracaibo, and Middle East- 
ern production continued to ex- 
pand, resulting competition for 
markets caused lower prices and 
profit margins. Also in 1959 the 
Venezuelan Government imposed 
higher income taxes. 


All of these factors resulted in 
a precipitous decline in the re- 
turn on foreign invested capital 
to 13% in 1960. Many of the 
“newer” international companies 
which made initial foreign ex- 
penditures in the middle 1950’s 
have yet to report foreign profits. 
Moreover some of them may be 
forced to give up part of their 
producers’ profit in order to mar- 
ket their output. 


More recently, sizable reserves 
have been found in North Africa 
and other American companies, as 
well as government-owned com- 
panies of consuming nations, have 
taken promising concessions in 
the Middle East. Over the next 
several years these potential pro- 
ducers will be actively seeking 
markets for their reserves which 
may result in severe competition 
at the marketing level and conse- 
quent pressure on prices. Accord- 
ingly, the major international 
companies will be forced to share 
future foreign demand growth 
with some of the newer partici- 
pants in foreign production. 


Furthermore, exports of crude 
by the Soviet Union are continu- 
ing to increase to the detriment of 
the worldwide price structure but 
are still relatively unimportant 
volumetrically. 

Within the past month Stand- 
ard Oil of New Jersey began 
shipments of crude from its Zel- 
ten field in Libya. It is presently 
shipping 60,000 b/d of Libyan 
crude for consumption in West- 
ern Europe. And early in 1962 
the pipeline being constructed for 
Oasis Oil Company (Amerada, 
Continental and Ohio) will be 
completed. Initial shipments 
through the latter line will ap- 
proximate 100,000 b/d with 60% 
of this for the Oasis group. Within 
the past year, Ohio Oil has com- 
pleted arrangements with the 
Spanish Government for the con- 
struction of a minority-owned re- 
finery in that country and has 
recently announced that a similar 
type deal is being negotiated in 
West Germany. Also, Continental 
Oil has announced the acquisition 
of marketing companies in West 
Germany and Great Britain. 


Production Controls Thwarted 


During 1960, production in the 
Middle East once again forged 
ahead to new highs, and to date 
in 1961 is also somewhat ahead 
of the pervious year. Despite the 
entry of Libyan crude to world 
markets, further gains in Middle 
Eastern output are anticipated 
during 1962. Venezuelan output 
has failed to show any appreci- 
able gains in the past few years 
since the imposition of higher 
income taxes by the government, 
which have forced prices up to 


non-competitive levels. Further 
increases in consumption will 
likely be met by Middle Eastern 
and North African production. 
Efforts by the Venezuelan Gov- 
ernment and some representatives 
of Middle Eastern producing 
countries to form an alliance for 
the purpose of limiting the sup- 
ply of crude oil have so far been 
ineffectual. Within the produc- 
ing countries, there is still a great 
deal of sentiment toward receiv- 
ing a higher share of the profits. 
However, the resistance of the oil 
companies, as well as the creation 
of alternative sources of supply, 


111 


have limited recent 


along this line. 

During 1960 the tanker fleet of 
the Free World increased 2.8 mil- 
lion tons or 4.7% with the deliv- 
ery of 5.6 million tons which was 


partially offset by 2.8 million 
tons scrapped or converted to 
other uses. The trend toward the 
construction of larger tankers 
of the 50-60 DWT size is still 
in progress while older, smaller 
tankers are retired. There is 
ample tanker capacity available; 
thus, rates are still low, making 

Continued on page 113 
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Middle Eastern oil competitive 
in any part of the Free World. 
Capital expenditures in the 
Free World for petroleum facil- 
ities approximated $10.7 billion in 
1960, somewhat less than the $11.1 
billion expended in 1959. At the 
end of 1960, 55% of the petroleum 
industry’s gross fixed assets of 
$105 billion was located in the 
United States and 45% abroad. 
Capital expenditures outside of the 
United States are likely to remain 
at about the present levels for 
the next several years as the 
newer foreign producing com- 
panies seek to build up their 
productive capacity. Also the 
constant growth in Western Euro- 
pean demand requiring the con- 
struction of new refineries and 
the expansion of existing ones, as 
well as the rapid growth of the 
petrochemical industry in that 
area, will keep capital expend- 
itures at high levels. Further- 
more, the trend toward locating 
refineries inland near consuming 
centers involves larger initial 


Underwriters 


Distributors 


capital outlays as these refiners 
are served by pipelines running 
from deepwater terminals which 
are served by tankers. 


Despite the larger volumes of 
crude oil produced and refined 
products sold, profits of the major 
international oil] companies dur- 
ing 1960 were little changed from 
the previous year. This is the re- 
sult of the substantial deteriora- 
tion in foreign crude and product 
prices that has occurred abroad 
since 1955. Moreover, weakness is 
likely to continue over the next 
couple of years until at least part 
of North African increment is 
fitted into world markets. 


Over the past two or three 
years the United States major in- 
ternationals (Standard Oil of 
New Jersey, Texaco, Standard 
Oil of California, Gulf and Socony 
Mobil) have to varying degrees 
increased domestic earnings as a 
percentage of total earnings. In 
1960 this group derived 48% of its 
profits from the United States 
versus 43% in 1957. Managements 
of these companies have devoted 
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considerable effort to achieving a 
greater degree of integration 
within the United States and fur- 
ther efforts along this line may 
be anticipated. These companies 
have been active bidders for the 
purchase of domestic crude oil re- 
serves as well as refining and 
marketing properties. Two illus- 
trations of this are the purchases 
during the past year of Monterey 
Oil Company by Standard Oil of 
New Jersey and Standard Oil of 
Kentucky by Standard Oil of 


California. They have also spent 
huge sums on internal growth, 
notably on the drilling of favor- 
able properties and the expansion 
of marketing facilities. 
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DIMASSIS, 
Investment 
Washington 

DINKINS, LADD A. 
Ladd, Dinkins & Co., 

DIXON, ROBERT B.* 
United Securities Co., 

DOERGE, JACK O.* 
Saunders, Stiver & Co., Cleveland 

DOOLITTLE, Jr., ROY W.* 

Doolittle & Co., Buffalo 

DORBRITZ, ERNEST O. 

Moore, Leonard & Lynch, Pittsburgh 

DORE, WILLIAM F. 
Kuhn, Loeb & Co., 

DOUGLAS, LESLIE* 
Folger, Nolan, Fleming-W. B. 
Co., Washington 

DOYLE, NORBERT W. 
Fahnestock & Co., New York 

DREYFUSS, BARNEY 
Ferris & Co., Washington 

DROBNIS, GEORGE J. 
30 Washington St., 

DuBOID, ALLEN C.* 
Wertheim & Co., 

DUFFY, SYDNEY 
Blyth & Co., New York 

DUGGAN, PAUL N. 

Sutro & Co., San Francisco 

DUNN, STEWART A. 
C. J. Devine & Co., 

DUNNE, NEWMAN L.* 
Robert W. Baird & Co., 

DUSON, C. PHARR* 
Rotan, Mosle & Co., 

DUVAL, GORDON B. 
J. C. Bradford & Co., 

EARLE, HENRY* 

First of Michigan Corp., 

EASTER, CHARLES W. 
Blyth & Co., Seattle 

EATON, Jr., CHARLES F. 
Eaton & Howard, Boston 

EATON, JOSEPH E. 

Eaton & Howard, New York 

EBBITT, KENNETH C.* 

Shelby Cullom Davis & Co., 

EBERSTADT, ANDREW W.* 

F. Eberstadt & Co., New York 

EDWARDS, III, BEN F. 

A. G. Edwards & Sons, St 

EDWARDS, WILLIAM N.* 
William N. Edwards & Co., 

EGBERT, RICHARD C.* 
Estabrook & Co., New York 

EGGAN, BURTON M. 

H. M. Byllesby & Co., Chicago 

EISENHOWER, MILTON 8S. 
Johns Hopkins University, 

ELLSWORTH, SHERMAN 
Wm. P. Harper & Son & Co., Seattle 

EMERSON, SUMNER B. 
Morgan Stanley & Co., 


New Orleans 


Greensboro 


New York 


Hibbs & 


Chicago 


New York 


New York 
Milwaukee 
Houston 

New York 


Detroit 


New York 


Louis 


Fort Worth 


Baltimore 


New York 


Underwriters 


Distributors 


& Mrs. James R. Hendrix, Hendrix & 
Watson Dabney 


EMPEY, LESTER H.* 

Wells Fargo Bank American 
Company, San Francisco 
EMRICH, MILTON S. 
Julien Collins & Co., 
EPPLER, WILLIAM B. 
Eppler, Guerin & Turner, Dallas 
ERGOOD, Jr., RUSSELL M.* 
Stroud & Co., Philadelphia 

ERPF, CARL K.* 
Ladenburg, Thalmann & Co., 
ESHMAN, AARON R.* 
Stern, Frank, Meyer & 
Los Angeles 
ETHERINGTON, EDWIN D.* 
Pershing & Co., New York 
EUSTIS, BRITTIN C. 
Spencer Trask & Co., 
EVANS, CLEMENT A. 
Clement A. Evans & 
EVERARD, J. DAVID 
John Nuveen & Co., 
EWING, ROBERT W. 
A. E. Masten & Co., 
FAIRCHILD, PAUL W.* 
The First Boston Corporation, 
FAIRMAN, FRED W. 
Bache & Co., New York 
FALSEY, WILLIAM J.* 
Chas. W. Scranton & Co., 
FARRELL, F. D. 
City National Bank, Kansas City 
FARRILL, BRYCE 
Greenshields Inc., Toronto 
FARWELL, FRANCIS C. 
William Blair & Co., Chicago 
FAY, Jr., WILLIAM E. 
Smith, Barney & Co., 
FEELEY, THOMAS E. 
Goodbody & Co.. New York 
FINE, PHIL DAVID* 
Small Business Administration, 
Washington 
FINNEY, Jr., HOWARD,* 
Bear, Stearns & Co., 
FISHER, CHARLES N. 
Singer, Deane & Scribner, 
FISHER, GEORGE B.* 
Bosworth, Sullivan & Co., 
FITTERER, Jr., JOHN C.* 
Wertheim & Co., New York 
FITZGERALD, WALTER J. 
R. W. Pressprich & Co., 
FITZPATRICK, DANIEL E.* 
Fitzpatrick, Sullivan & Co., 
FLETCHER, DONALD T. 
William Blair & Co., Chicago 
FLOERSHEIMER, STEPHEN H. 
Sutro Bros. & Co., New York 
FLOERSHEIMER, WALTER D. 
Sutro Bros. & Co., Palm Beach 


FLYNN, GEORGE T. 
Hornblower & Weeks, 


Trust 


Chicago 


New York 


Fox, 


New York 


Co., Atlanta 


New York 
Wheeling 


Chicago 


New Haven 


Chicago 


New York 
Pittsburgh 


Denver 


Chicago 


New York 


New York 


Dealers 


THE JOHNSON, LANE, SPACE CORPORATION 


Georgia and South Carolina Municipal Bonds 
Corporate Bonds & Stocks & Local Securities 


JOHNSON, LANE, 


SPACE AND CO. 


Incorporated 


Members 


New York Stock Exchange 


Atlanta Augusta 


Jacksonville 


Columbus 


American Stock Exchange (Assoc.) 


LaGrange Savannah 


Coral Gables 


Private Wire Connects All Offices 


Commerce Building 
ATLANTA 3, GEORGIA 


Teletype—AT 182 


Telephone—523-3692 


ade Private Wire Systems 
W. E. Hutton & Co., N. Y. C—New York Hanseatic Corp., N. Y. C. 





Volume 194 Number 6120.. 


Mr. & Mrs. G. Price Crane, Crane Investment Co., New Orleans; 


Chisholm & Co., Savannah, Ga.; 


. The Commercial and Financial Chronicle 


1 Leopold Adler, II, V doe, 
R. Ellis Godshall, Clement A. Evens & Co., lee, dente we 
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FOSDICK, JOHN JAY* 
Eddleman, Pollok & Fosdick, Houston 
FOX, P. FRED* 
P. F. Fox & Co., New York 
FOX-MARTIN, MILTON* 
Hugh W. Long & Co., Elizabeth 
FRANKE, HAROLD A. 
The Milwaukee Company, 
FRANKLIN, HARVEY J. 
Merrill Lynch, Pierce, 
Inc., San Francisco 
FRAZIER, WILLIAM L. 
Curtiss, House & Co., 
FREDERICK, PAUL 
Fahnestock & Co., New York 
FREELAND, THEODORE* 
American Securities Corp., 
FREEMAN, MERRILL D.* 
Salomon Brothers & Hutzlerz, 
FRENZEL, HERMAN E. 
Bankers Trust Company, 
FRICKE, JOHN E.* 
Woodcock, Moyer, 
Philadelphia 
FRIDLEY, EARL G.* 
Fridley & Frederking, Houston 
FRIEND, ARTHUR S.* 
Folger, Nolan, Fleming-W. 
Co., Washington 
FULKERSON, W. NEAL* 
Bankers Trust Company, 
FULLER, STEPHEN D.* 
S. D. Fuller & Co., New 
FULTON, WALLACE H. 
National Assn. of Securities 
Washington 
FULTON, W. YOST 
Fulton, Reid & Co., 
GAERSTE, JOHN L. 
Cooley & Co., New York 
GALLIVAN, JAMES F. 
Alester G. Furman & Co., 
South Carolina 
GARDINER, Jr., JOHN J.* 
Irving Lundborg & Co., 
GARDINER, ROBERT M.* 
Reynolds & Co., New York 
GARDNER, JOHN R. 
Reinholdt & Gardner, St 


GARLAND, CHARLES S. 
Alex. Brown & Sons, Baltimore 


Milwaukee 


Fenner & Smith 


Cleveland 


New York 


New York 


New York 


Fricke & French, 


B. Hibbs & 


New York 
York 


Dealers, 


Cleveland 


Greenville, 


San Francisco 


Louis 


*Denotes Mr. and Mrs. 


GARVEY, JOHN P. 

McDonnell & Co., New 
GASAWAY, HOWARD H. 

The Ohio Company, Columbus 
GASKELL, THEODORE A. 

Hayden, Miller & Co., Cleveland 
GASSARD, HARRY L. 

Investment Dealers’ Association, Toronto 
GATCHELL, EARLE 

Hayden, Stone & Co., 
GAUGHAN, PHILIP P. 

De Haven & Townsend, Crouter & 

Bodine, Philadelphia 
GEBHART, CAKL ü. 

Mitchum, Jones & Templeton, 

Los Angeles 
GEDDES, EUGENE M, 

Clark, Dodge & Co., 
GENACHTE, PAUL F.* 

The Chase Manhattan Bank, New York 
GERNER, Jr., PHILIP H.* 

George D. B. Bonbright & Co., 

Rochester 
GERRISH, ROBERT G. 

Oscar E. Dooly & Co., Miami 
GERTLER, JOHN H. 

Barr Brothers & Co., New York 
GIBBONS, Jr., GEORGE B. 

eo. B. Gibbons & Co., 

GIBBS, LOUIS A. 

Laird, Bissell & Meeds, 
GILBERT, JAMES F. 

Hornblower & Weeks, New York 
GILBREATH, Jr., W. SYDNOR 

First of Michigan Corp., Detroit 
GILMORE, KEITH R. 

Kalman & Co., Minneapolis 
GIRMSCHEID, Jr., ROBERT A. 

Investment Bankers Association, 

Washington 
GLISS, WILLIAM F. 

John C. Legg & Co., 
GLORE, CHARLES F. 

Glore, Forgan & Co., 
GLOVER, W. WAYNE* 

United California Bank, Los Angeles 
GLYNN, Jr., JOSEPH A.* 

Blewer, Glynn & Co., St. Louis 


GODSHALL, R. ELLIS 
Clement A. Evans & Co., 

GOODWIN, Jr., ARTHUR E. 
Johnston, Lemon & Co., 


York 


New York 


New York 


New York 


New York 


New York 


Chicago 


Atlanta 


Washington 


GORDON, 
Royal 
GRAHAM, 


4 


silt 


ti 
e 


Fd 


Gordon B. Duval, J. C. Bradford & Co., New York; Mr. & Mrs. W. L. Lyons, Jr, W. L. Lyons & Co., 


ALAN* 
Securities 
z. &®* 
The First National Bank, Fort 


Corp., Montreal 


GRAM, Jr., HARVEY B.* 


Johnston, 
GRANDY, C. 


Norfolk 


Lemon 
WILEY 
Investment Corporation of 


& Co., 


Virginia, 


GRANT, Jr., HUNTER B.* 


Coffin & Burr, 
EDWARD C.* 

New York Stock Exchange, 
WILLIAM S.* 
Mericka & Co., 
ERNEST T.* 
Marache & 


GRAY, 


GRAY, 
Wm. J. 
GREEFF, 
Granbery, 


New York 


Cleveland 


Co., 


GREEN, J. BRADLEY* 


Morgan Guaranty 


GREENOUGH, 
The Boston 


Trust Co., 
PETER B.* 
Globe, Boston 


GREGORY, GEORGE M. 


Gregory 


& Sons, 


New York 


GREGORY, ROBERT H. 


Gregory & 
GREGORY, 


Sons, 
III, 


New York 
WILLIAM H. 


Gregory & Sons, New York 


GRIBBEL, II, 
Elkins, 
Philadelphia 


Morris, 


John 
Stokes & Co., 


GRIGGS, ALEXANDER M.* 


Common, 


Dann & Co., 


Buffalo 


GRIMM, RICHARD W.* 


Government 


Puerto Rico, 


Development Bank for 
New York 


GROSSMAN, ARTHUR 8S. 


Straus, 
GRUNEBAUM, 


New York Hanseatic Corp., 


Blosser & 


McDowell, 
KURT H.* 


GRUNER, GEORGE J. 


John Nuveen & Co., 


New York 


GUASTELLA, ARTHUR 


The Bond Buyer, 
DAVID T.* 


GUERNSEY, 


B. J. Van Ingen & 


New York 


Co., New York 


HAACK, ROBERT W.* 


Robert W. 
HAGAN, 


Mason-Hagan, 
ROBERT F. 
Dawkins 


HAGUE, 
Faulkner, 
New York 


Specializing in GEORGIA, 
ALABAMA, FLORIDA, 


TRUST COMPANY 
; 
GEORGIA 


N. CAROLINA, S. CAROLINA and 


General Market Municipals 


Daur 


Baird 
Ill, JOHN 


& Co., Milwaukee 


C.* 


Inc., Richmond 


& Sullivan, 


BOND 
DEPARTMENT 


OMPANY 


or GEorGIA 


Banking Since 1891 


ATLANTA 
JAckson 2-6000 


TWX AT-283 


MEMBER 
FDIC 


NEW YORK, | Chase Manhattan Plaza 


HAnover 2-1561 


Private Wire Atlanta-New York 


TWX NY 1-2712 


Louisville; James A. Russell, 


Worth 


Washington 


New York 


New York 


New York 


Chicago 


New York 


HALE, EDWARD E.* 
Vance, Sanders & Co., 
HALEY, DAVID A.* 
Harkness & Hill, 
HALL, DENTON D.* 
Spencer Trask & Co., 
HALL, GEORGE W.* 
Wm. E. Pollock & Co.. 
HALLIBURTON, GUS G. 
Equitable Securities Corp., 
HALLOWELL, HENRY R. 
Hallowell, Sulzberger, 
& Co., Philadelphia 
HAMILTON, ROBERT E.* 
Laidlaw & Co., New York 
HANNAFORD, J. D. 
Greenshields Inc., 
HANRAHAN, PAUL B.* 
Hanrahan & Co., Worcester 
HANSEL, DOUGLAS R.* 
Shields & Co., New York 
HANSON, MURRAY 
Investment Bankers 
Washington 


Boston 
Boston 
New York 
New York 
Nashville 


Jenks, Kirkland 


Montreal 


Association, 


Van Alstyne, Noel & Co., New York 


HARDIN, JOHN S8. 
Stein Bros. & Boyce, 

HARDING, WILLIAM 
Coffin & Burr, 

HARDY, Jr., 


Baltimore 
G.* 
Boston 
EDWARD K. 
The Illinois Company, Chicago 
HARRINGTON, FULLER A.* 
Harrington & Co., Jackson 


HARRIS, DAVID J.* 

Bache & Co., Chicago 
HARRIS, M. CHESTER* 

Henry Harris & Sons, 
HARRIS, WILLIAM B.* 

Harris & Partners, Toronto 
HARRIS, WILLIAM C. 

Harris & Partners, Toronto 
HARVEY, Jr., F. BARTON* 

Alex. Brown & Sons, Baltimore 
HASSMAN, ELMER G. 

A. G. Becker & Co., Chicago 
HATTIER, Jr., GILBERT* 

Hattier & Sanford, New Orleans 
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| We Cover The Southeast! 


Check with us on 
Southern and General Market 


Securities 


ols & CO: 


Established 1925 


Members New York Stock Exchange and 
Other National Exchanges 


ATLANTA, GA 
LD-159 AT-187 


NEW YORK, N. Y. 
BO 9-9227 NY 1-2370 


Wire System extends to New York and Principal 
Southern Cities 





Distributors And Underwriters 


of 


Investment Securities Since 1894 


The Robinson -Humphrey Company, Inc. 


RHODES-HAVERTY BUILDING 
ATLANTA 2, GEORGIA 


JACKSON 1-0316 


LONG DISTANCE 421 


Bell Teletype AT 288 









Mr. & Mrs. Leslie P. Lagoni, Parker, Ford & Company, Inc., Dallas 














































HENDERSON, THEODORE C. 


Continued from page 115 
T. C. Henderson & Co., Des Moines 


HAUPTFLEISCH, LOUIS A. 
Goldman, Sachs & Co., New York HENDRIX, JAMES R.* 
HAUSER, ALFRED H.* Hendrix & Mayes, Birmingham 
Chemical Bank New York Trust Co., HERMAN, KENNETH S. 
New York Walston & Co., New York 
HAWES, HARDIN H. HESS, ARLEIGH P.* 
Harris Trust & Savings Bank, Chicago Hess, Grant & Remington, Philadelphia 
HAYDEN, DONALD W. HESS, WALTER W.* 
Baumgartner, Downing & Co., Baltimore L. F. Rothschild & Co., New York 
HAYES, JEROME A. HETTLEMAN, PHILLIP 


Chicago Daily News, Chicago Hettleman & Co., New York 
HAYES, MILTON J. HETTLEMAN, THOMAS P. 

American National Bank, Chicago Hettleman & Co., New York 
HAYS, EDDE K. HEWARD, JAMES W. 

Dean Witter & Co., Chicago Butcher & Sherrerd, Philadelphia 
HEFFERN, GORDON E. HEWITT, CHARLES L.* 

The National City Bank, Cleveland Francis I. duPont & Co., New York 
HEFFERNAN, PAUL HIBBERD, WILLIAM W.* 

New York Times, New York Trust Company of Georgia, New York 
HEGAMASTER, DONALD C. HICKEY, Ul, MATTHEW J. 

Ball, Burge & Kraus, Cleveland Hickey & Co., Chicago 
HEIMERDINGER, JOHN M.* HICKEY, PAUL K. 

Walter, Woody & Heimerdinger, Vilas & Hickey, New York 

Crm HIGGINS, KENNETH P.* 


HELLER, JAMES M.* . 7 : 
Shearson, Hammill & Co., New York Kinsley & Adams, Worcester 
HILBORNE. TOM G.* 


HENDERSON, STACEY R. i ; 
T. C. Henderson & Co., Des Moines Liberty National Bank, Oklahoma City 
HILL, MALVERN 


Malvern Hill & Co., New York 





*Denotes Mr. and Mrs. 
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Underwriters 
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Carolina Securities 
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Members Midwest Stock Exchange 


INSURANCE BUILDING, RALEIGH, N. C. 
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Appraisals 
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Mr. & Mrs. Glenn Miller, Cruttenden, Podesta & Co., Chicago 


HILLIARD, HENNING* 

J. J. B. Hilliard & Son, Louisville 
HILSON, JOHN S.* 

Wertheim & Co., New York 
HINDS, TOM E. 

Hollywood Sun-Tattler, Hollywood 
HISS, PHILIP M. 

First National Bank of Chicago, 

New York 
HITCHMAN, T. NORRIS 

Kenower, MacArthur & Co., Detroit 
HOBAN, EDWARD F.* 

McMahon & Hoban, Chicago 
HODDE, WILLIAM S8. 

Colonial Distributors, Inc., New York 
HOLMES, MRS. JENTRY S. 

Investment Bankers Association, 

Washington 
HOLMYARD, HAROLD R. 

Hayden, Stone & Co., New York 
HOOPER, Jr., WILLIAM U. 

Mead, Miller & Co., Baltimore 
HORNING, BERT H. 

Dempsey-Tegeler & Co., St. Louis 
HORTON, ARTHUR 

Penington, Colket & Co., Philadelphia 
HOUSTON, B. F. 

Dallas Union Securities Co., Dallas 
HOWARD, C. EDWARD* 

Piper, Jaffray & Hopwood, Minneapolis 
HOWARD, GEORGE H. 

Harris, Upham & Co., New York 
HOWARD, KENNETH J.* 

J. A. Hogle & Co., New York 
HOYT, JOHN C.* 

Sutro & Co., San Francisco 
HUDSON, FRED W.* 

Ball, Burge & Kraus, Cleveland 
HUGHES, ALBERT R.* 

Lord, Abbett & Co., New York 
HUGHES, ARTER F.* 

Branch, Cabell & Co., Richmond 
HUGHES, WILLIAM S. 

Wagenseller & Durst, Los Angeles 
HULME, MILTON G.* 

Glover & MacGregor, Pittsburgh 
HUMPHREY, Jr., ARTHUR F.* 

Hulme, Applegate & Humphrey, 

Pittsburgh 
HUNSAKER, Jr., JEROME C. 

Colonial Distributors, Inc., Boston 
HUNT, DAVID F. 

The First Boston Corporation, New York 
HUNTER, DAVID W.* 

McKelvy & Co., Pittsburgh 
HURLEY, GERALD L. 

Barr Brothers & Co., New York 
HURLEY, WILLIAM L. 

Baker, Simonds & Co., Detroit 
HUTCHINSON, FRANK B. 

Hutchinson, Shockey & Co., Chicago 
HUTTLINGER, KURT J. 

F. P. Ristine & Co., Philadelphia 
HYDE, J. HINDON 

Halle & Stieglitz, New York 
IJAMS, MAITLAND T. 

W. C. Langley & Co., New York 
ILLOWAY, LAWRENCE B. 

Penington, Colket & Co., Philadelphia 
INGALLS, Jr., ROSCOE C.* 

Ingalls & Snyder, New York 
JACKSON, Jr., W. C.* 

First Southwest Company, Dallas 
JACOBS, ALGER J.* 

Crocker-Anglo National Bank, 

San Francisco 
JACOBS, Jr., HARRY A. 

Bache & Co., New York 
JACOBUS, MELVIN 8. 

Shaw, Hooker & Co., San Francisco 
JACQUES, JAMES F.* 

First Southwest Company, Dallas 
JAMESON, ROBERT A.* 

Pohl & Co., Cincinnati 
JAMIESON, JAMES P. 

Glore, Forgan & Co., Chicago 
JARDINE, Jr., J. EARLE* 

William R. Staats & Co., Los Angeles 
JENNETT, EDWARD J. 

A. G. Becker & Co., Chicago 
JOHNSON, DAVID T.* 

Johnson, Lane, Space & Co., Savannah 
JOHNSON, EDWARD F. 

Van Alstyne, Noel & Co., New York 
JOHNSON, JOSEPH T. 

The Milwaukee Company, Milwaukee 
JOHNSON, MARSHALL H.* 

McDaniel Lewis & Co., Greensboro 
JOHNSON, ROBERT C.* 

Kidder, Peabody & Co., New York 
JOHNSON, THOMAS M.* 

Johnson, Lane, Space & Co., Savannah 
JOHNSON, WALLACE D. 

David A. Noyes & Co., Chicago 


JOHNSTON, ROBERT B. 
First National Bank, Chicago 
JONES, EDWARD D. 
Edward D. Jones & Co., St. Louis 
JONES, GRAHAM* 
Cooley & Co., Hartford 
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JONES, GRAHAM E.* 

Burnham & Co., New York 
JONES, RICHARD W. 

Mitchum, Jones & Templeton, 

Los Angeles 
JOSEPH, HERMAN B.* 

Joseph, Mellen & Miller, Cleveland 
KALISCH, Jr., ABNER* 

Banco, Popular de Puerto Rico, San Juan 
KANDLIK, EDWARD A. 

Chicago Daily News, Chicago 
KATZ, AARON 

Troster, Singer & Co.. 
KATZENBACH, L. EMERY 

White, Weld & Co., New York 
KAUFMAN, C. G.* 

Rodman & Renshaw, Chicago 
KELLOGG, III, JAMES C.* 

Spear, Leeds & Kellogg, New York 
KELLY, EDWARD J. 

Carl M. Loeb, Rhoades & Co., New York 
KEMBLE, WILLIAM T.* 

Estabrook & Co., Boston 
KEMP, Jr., G. S.* 

Abbott, Proctor & Paine, Richmond 
KEMPER, Jr., JOHN A. 

John A. Kemper & Co., Lima 
KENDALL, B. W.* 

American Banker, New York 
KENNEDY, DANIEL C. 

Lord, Abbett & Co., Chicago 
KENNEDY, FRANK T.* 

C. J. Devine & Co., New York 
KENNEDY, WALTER V. 

H. Hentz & Co., New York 
KENNY, JOHN J.* 

J. J. Kenny Co., New York 


New York 





Mr. & Mrs. John J. Kenny, J. J. Kenny Co., New York 


KERR, KENNETH A. 

E. F. Hutton & Co., New York 
KERR, WILLIAM D.* 

Wertheim & Co., New York 
KEUSCH, ERNEST E. 

W. E. Hutton & Co., New York 
KIEPER, HENRY R. 

New York Hanseatic Corp., New York 
KILROY, CHARLES J. 

McDonald & Co., Cleveland 
KING, JOSEPH H.* 

Eastman Dillon, Union Securities & Co., 

New York 
KING, Jr., ROBERT 

First Securities Corporation, Durham 
KINGSBURY, JAMES M. 

Dominick & Dominick, New York 
KINGSTON, Jr., WALTER D. 

E. F. Hutton & Co., New Orleans 
KINTZEL, HARRY E.* 

Warren W. York & Co., Allentown 
KLINGEL, JAMES E.* 

Juran & Moody, St. Paul 
KNEASS, GEORGE B.* 

Philadelphia National Bank, Philadelphia 
KNIGHT, NEWELL S.* 

First National Bank, St. Louis 
KNIGHT, PEYTON H. 

S. D. Fuller & Co., New York 
KNOOP, A. PETER 

Auchincloss, Parker & Redpath, 

New York 
KNOX, JOHN T. 

Federal Land Banks, New York 
KOCUREK, ARNOLD J.* 

Rauscher, Pierce & Co., San Antonio 


kee 
NORTH CAROLINA Underwriting—Trading 


Corporate & Municipal Securities 








Insurance — Banks — Utilities 


Investments Since 1922 


McDaniet Lewis & Co. 
MEMBER MIDWEST STOCK EXCHANGE 
JEFFERSON BUILDING 
GREENSBORO, NORTH CAROLINA 


LOCAL ~ 274.1551 
TELETYPE - GN 86 





Underwriters 


TENN. Firm Bids 


Memphis 


ARK. 
Distributors 


MISS. 


Dealers 


United States Government Securities œ 





TELETYPES ME-283 ¢ ME-284 


Firm Offerings 


Quotations 


General Market Municipals 


First National Bank 


TELEPHONE JAckson 5-8521 


WIRE SYSTEM == THE BANK WIRE 
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Francis Cunningham, Kidder, Peabody & Co., New York: Mrs. 





KOERNER, IRVING 
Allen & Co., New York 
KOLLS, MRS. MARGARET E. 
Investment Bankers Association, 
Washington 
KRAUSE, JOHN 
Reinholdt & Gardner, St. Louis 
KROHN, LEWIS M.* 
Ira Haupt & Co., New York 
KRUMM, ROBERT R.* 


LAMBING, Jr., MALCOLM E. 

Thomas & Co., Pittsburgh 
LANDSTREET, Ill, BEVERLY W. 

Clark, Landstreet & Kirkpatrick, 

Nashville 
LANFORD, LOUIS A. 

Hill, Crawford & Lanford, Little Rock 
LANK, HERBERT H.* 

Du Pont of Canada Limited, Montreal 
LARKIN, JOHN J. 


W. H. Morton & Co., New York i i iiid . 
KRUSE, JOHN A. on NONN City Bank, New York 
Prescott & Co., Cleveland LATOUR, WALLACE C. 


Merrill Lynch, Pierce, Fenner & Smith 

Inc., New York 
LATSHAW, JOHN 

E. F. Hutton & Co., 
LAWRENCE, DAVID F.* 

Boettcher & Co., Denver 


LAY, JOSEPH E.* 
The Robinson-Humphrey 


KRUSEN, H. STANLEY 
Shearson, Hammill & Co., 

KULP, A. MOYER* 
Wellington Company, 

LAGONI, LESLIE P.* 
Parker, Ford & Co., Dallas 


New York 


Inc., Philadelphia Kansas City 





Co., Atlanta 


*Denotes Mr. and Mrs. 





UNDERWRITERS * DISTRIBUTORS ° DEALERS 


Specializing in Louisiana 
and Mississippi 


Municipal Bonds 


HATTIER & SANFORD 


New Orleans 


FIRM MARKETS 
Blossman Hydratane Gas 


Canal Assets, Inc. 
Central Louisiana Electric 
General Flooring Co. 
Hausman Steel 

Hibernia Nat’! Bank 
Jahncke Service 

Kalvar Corp. 

Mississippi Shipping Co. 
Nat’! Bank of Commerce 
Ocean Drilling & Explor. Co. 
Southdown, Inc. 

Southern {ndustries 
Tidewater Marine 

Times Picayune Pub. Co. 
Whitney National Bank 


UNDERWRITERS — DEALERS 
DISTRIBUTORS 


LOUISIANA MUNICIPALS 
CORPORATE SECURITIES 


NEW ORLEANS BANK STOCKS 


PRIVATE WIRE SYSTEMS 
PERSHING & CO. and GREGORY & SONS 


MEMBERS 
New York Stock Exchange 
American Stock Exchange (Associate) 
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Gibbs, Laird, Bissell & Meeds, New York; George Wendt, First Nation? tink Gea A. 















. & Mrs. Barron Otis, The Bond Buyer, New York; Mr. & Mrs. 
Commercial & Financial Chronicle, New York 


Hal Murphy, 


icago 
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MacCULLEY, IRA B. 
Equitable Securities Corp., 
MacDONALD, FREDERICK H. 
H. O. Peet & Co., Kansas City 


MacDONALD, GEORGE C. 
McLeod, Young, Weir & Co., Montreal 
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LEACH, RALPH F. 
Morgan Guaranty Trust 
New York 
LEAF, HAROLD E.* 
R. D. White & Co., 
LEDYARD, Q. R. 
Equitable Securities 
LEE, Jr., CHARLES C. 
White, Weld & Co., 
LEE, E. S8.* 
Valley National Bank, Phoenix 
LEE, JAMES J.* 
W. E. Hutton & Co., 
LEEDY, Jr., LOOMIS C. 
Leedy, Wheeler & Alleman, 
LEEMING, CHARLES E. 
Chicago Tribune, New York 
LEES, LEON* 
Ira Haupt & Co., 
LEGROS, EDGAR E.* 
The First Cleveland Corp., Cleveland 
LEITH, Jr., R. WILLIS* 
Burgess & Leith, Boston 
LEMKAU, HUDSON B. 
Morgan Stanley & Co., 
LEMON, JAMES H.* 
Johnston, Lemon & 
LENTZ, LESLIE L. 
Lentz, Newton & Co., 
LENZ, WINTHROP C.* 
Merrill Lynch, Pierce, 
Inc., New York 
LEONARD, RICHARD J. 
L. F. Rothschild & Co., 
LERICHE, ROY W.* 
First of Iowa Corporation, Des 
LESTER, Jr., B. P.* 
Lester, Ryons & Co., 
LEUSTIG, FRED F. 
Murch & Co., Cleveland 
LEVERING, WALTER B. 


Company, New York 


New York 





Corp., Nashville 


New York 


LOUISIANA, MISSISSIPPI, ALABAMA, GEORGIA, 
TENNESSEE, SOUTH CAROLINA, NORTH CAROLINA 
and OTHER SOUTHERN MUNICIPALS 


New York 


Orlando 


New York 


NEWMAN, BROWN & CO. 


INC. 


Investment Bankers 


321 Hibernia Bank Building 
NEW ORLEANS 12, LA. 


Teletypes NO 189 & NO 190 


New York 
Co., Washington 
San Antonio 


eS C Long Distance 345 & 389 








Chicago 





Moines 





Los Angeles 


Carlisle & Jacquelin, New York W ę a li ’ 
LeVIND, R. GEORGE 

Blyth & Co., New York e pecia Ize In 
LEWIS, Jr., JAMES P. OUIS 

A. G. Becker & Co., New York $ IANA 
arr oo we a cite 

KLE, WILLIAM ° SO o MUNICIPAL BONDS 


LICKLE, WILLIAM 


Laird, Bissell & Meeds, New York 
LINDMAN, RAY H. 
O'Melveny & Myers, Los Angeles 


LITTEN, CHAPIN 
The Northern Trust Company, Chicago 
LITTLE, ALDEN H.* 
Investment Bankers Association, 
Hollywood 
LOCKETT, JOSEPH F.* 
Townsend, Dabney & Tyson, Boston 
LOEWI, J. VICTOR* 
Loewi & Co., Milwaukee 
LOKAY, JOHN M. 
Shearson, Hammill & Co., New York 
LOUD, NELSON 
F. Eberstadt & Co., 
LOVEJOY, J. STUART 
E. F. Hutton & Co., 
LOW, V. THEODORE* 
Bear, Stearns & Co., 
LOWELL, Jr., JAMES R.* 
Paine, Webber, Jackson & Curtis, 
New York 
LOWREY, CHARLES 
Schwabacher & Co., 
LUBETKIN, LLOYD E. 
Lubetkin, Regan & Kennedy, New York 
LUBETKIN, PHIL C. 
Lubetkin, Regan & Kennedy, New York 
LUBY, JOSEPH M. 
Paine, Webber, Jackson & Curtis, 
New York 
LUCAS, MARK A. 
E. F. Hutton & Co., 
LUND, ANTHON H. 
Amott, Baker & Co., New York 
LUNDFELT, CHARLES E. 
McCormick & Co., Chicago 
LYNCH, Jr., CHARLES McK. 
Moore, Leonard & Lynch, Pittsburgh 
LYNCH, Ill, THOMAS* 
Moore, Leonard & Lynch, Pittsburgh 
LYNE, LEWIS F.* 
Mercantile National Bank, Dallas 
LYNN, EUGENE 
Wertheim & Co., 


LYONS, KEVIN T. 

Lyons & Shafto, Boston 
LYONS, LAURENCE 

Allen & Co., New York 


LYONS, SAM B. 
Gruttenden, Podesta & Co., 


LYONS, Jr., W. L.* 

W. L. Lyons & Co., Louisville 
MacALLASTER, ARCHIE F.* 

W. C. Pitfield & Co., New York 


MacCALLAN, W. D. 
Adamex Securities Corp., New York 





Barrow, Leary & Co. 


Investment Securities Since 1934 
515 Market Street i 
Teletypes SH-82 & SH-83 Phone 42 3-2573 


SHREVEPORT, LOUISIANA 


New York @@ee06000000060060000006086808000606060680 





New York 





New York 
JOHN J. ZOLLINGER, JR. 


JAMES E. RODDY 


IKE D. SCHARFF 


San Francisco 


LOCAL 
CORPORATE 
ISSUES 


LOUISIANA 
BANK 
STOCKS 


Kansas City 





New York 


Scharff & Jones 


INCORPORATED 
140 CARONDELET ST. 


NEW ORLEANS 12, LA. 
SHREVEPORT, LA. JACKSON, MISS. 
BATON ROUGE, LA. LAFAYETTE, LA. 


L. D. 235 
524-0161 


TELETYPE 


NO 180 & 181 
Chicago 
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Mr. & Mrs. Ernest T. Greeff, Granbery, Marache & Co., New York; 


L L , All . York; Mr. & Mrs. 
aurence Lyons en & Company, New York r. & Mrs Edward F. Johnson, Van Alstyne, Noel & Co., New York 


Jim Jacques, First Southwest Company, Dallas; Vincent Reilly, 
Irving Koerner, Allen & Company, New York 


Commercial & Financial Chronicle, New York 


Mr. & Mrs. Louis A. Gibbs, Laird, Bissell & Meeds, New York; William Lickle, Laird, Bissell & 


Mr. & Mrs. Milton Fox-Martin, Hugh W. Long & Co., Inc., Elizabeth, N. J.; Richard A. Smith, Filor, 
Meeds, New York; Paul K. Hickey, Vilas & Hickey, New York 


Bullard & Smyth, New York; Wilson A. Britten, Calvin Bullock, Ltd., New York 


MeCORMICK, EDWARD T. 

American Stock Exchange, 
McDONNELL, CHARLES E.* 

McDonnell & Co., New York 
McGEE, CUSHMAN* 

R. W. Pressprich 
McGLONE, CARL 

Chapman, Howe & Co., Chicago 
McGOVERN, Jr., COLEMAN B, 

First National City Bank, New York 
McGREW, EDWARD D. 

The Northern Trust Company, 


MELODY, THOMAS A.* 
Merrill, Turben & Co., 
METZNER, RUSSELL H. 
Central National Bank, 
MEYER, GEORGE 
Bache & Co., New York 
MEYER, Jr., MAURICE* 
Hirsch & Co., New York 
MEYER, III, MAURICE 
Hirsch & Co., New York 
MEYERS, EDWARD J. 
Baxter & Co., New York 
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MACKEY, DONALD D. 
Dominick & Dominick, New 
MACKLIN, GORDON 8S. 
McDonald & Co., Cleveland 
MACY, NORMAN L. 
The First Boston Corporation, New York 
MADDEN, WILLIAM W. 
Freeman & Co., New York 
MAGNUS, WILLIAM S.* 
Magnus & Co., Cincinnati 
MAGOUN, III, FRANCIS P. 


New York Cleveland 


York Cleveland 


& Co., New York 


C. T. WILLIAMS & Co. 


INCORPORATED 


INVESTMENT BANKERS 


Chicago 


United States Government and Municipal Bonds 
Railroad, Public Utility and Industrial Issues 


FIDELITY BUILDING BALTIMORE 1, MD. 
Telephone: PLaza 2-2484— Bell Teletype: BA 499 


Private Telephones to New York and Philadelphia 


Branch Office — Grymes Bldg., Easton, Md. 
Bell Teletype —ESTN MD 264 


Teletype: Baltimore 383 Established 1800 


ALEX. BROWN & SONS 


BROKERS AND DEALERS 


Municipal and General Market Bonds; Baltimore: 
Bank Stocks and Local Securities. Commission 
Orders Executed on the Philadelphia-Baltimore, 
New York and American Stock Exchanges. 


Direct private wires to New York, Washington, and Winston-Salem 


Baitimore, Towson, Frederick, Washington, New York, Spartanburg, 
Easton, Winston-Salem. Members: New York and Phila.-Balto. 
Stock Exchanges. Members: American Stock Exchange (Associate) 


National Shawmut Bank, Boston 
MANLEY, MILTON A.* 

Manley, Bennett & Co., Detroit 
MARCKWALD, ANDREW K.* 

Discount Corporation, New York 
MARCUSSON, P. A.* 

Investment Dealers’ Digest, New York 
MARLIN, WILLIAM 

Bache & Co., New York 
MARTIN, GEORGE L.* 

International Bank, New York 
MARTIN, Jr., JUSTUS C.* 

Robinson-Humphrey Company, 
MASON, LESTER 

Burroughs Clearing House, 
MASON, ROBERT* 

Merrill Lynch, Pierce, Fenner & Smith, 

Chicago 
MASSEY, ARNOLD B.* 

Mills, Spence & Co., 
MATHERS, LLOYD C. 

Goodbody & Co., New York 
MATHEWS, Jr., R. C.* 

Trust Company of Georgia, 
MATHIS, WALTER N. 

Dittmar & Co., San Antonio 
MAWDSLEY, LORRIN C. 

Van Alstyne, Noel & Co., 
MAY, J. DENNY* 

The Parker Corporation, 
MAY, RANDALL E.* 

Chicago Sun-Times—Chicago 

News, New York 
MAYFIELD, HARRY F. 

Commerce Trust Company, 
MAYNARD, WALTER* 

Shearson, Hammill & Co., 
McALPIN, III, BENJAMIN B. 

Bache & Co., New York 
McCANDLESS, JOHN A.* 

Vance, Sanders & Co., 
McCARLEY, J. NATHAN 

McCarley & Co., Asheville 
McCARTHY, JOHN M.* 

Lord, Abbett & Co., 
McCLOY, JOHN J.* 

Counsel, Milbank, Tweed, Hope & 

Hadley, New York; 

Member, Board of Directors, 

Chase Manhattan Bank, New York 
McCONCHIE, T. RUSSELL 

Peoples National Bank, 
McCONNEL, Jr., W. BRUCE 

Singer, Deane & Scribner, 
MeCORMACK, FRANK J. 

H. Hentz & Co., New York 


Atlanta 


Detroit 


Toronto 


Atlanta 


New York 


Boston 


Daily 


Kansas City 


New York 


Boston 


New York 


Charlottesville 


Pittsburgh 


*Denotes Mr. and Mrs. 


McGUINESS, FRANCIS J. 
Chaplin, McGuiness & Co., 
McINTIRE, WILLIAM T. 
R. S. Dickson & Co., 
McKIE, STANLEY 
Weil, Roth & Irving Co., Cincinnati 
McKINNEY, RICHARD B. 
Taylor & Co., Los Angeles 
McLELLAN, PHILIP F.* 
Massachusetts Life Fund 
Boston 
McLEOD, C. 
Chemical 
New York 
McNURLEN, PRESTON J. 
F. S. Moseley & Co., Chicago 
MARKHAM, JOHN J. 
Hornblower & Weeks, 


Pittsburgh 


New York 


Distributors, 


ANDERSON 


Bank New York Trust Co., 


Chicago 


MICHELS, HARRY A. 
Allen & Co., New York 
MILLER, CHARLES M. 
Mullaney, Wells & Co., Chicago 
MILLER, GLENN R.* 
Cruttenden, Podesta & Co., 
MILLER, Jr., L. GORDON* 
J. C. Wheat & Co., Richmond 
MILLER, SANFORD €C. 
A. C. Allyn & Co., Chicago 
MILNER, ARTHUR* 
Mills, Spence & Co., 
MIRALIA, DAVID T.* 
Kuhn, Loeb & Co., 
MITCHELL, EARLY F. 
The First National Bank, 


Chicago 


Toronto 
New York 


Memphis 


W, pn vite You r I, gu iries 


BALTIMORE a 
SECU 


STEIN BROS.& BOYCE 


Established 1853 


6 S. Calvert Street, Baltimore 2, Md. 
Telephone, SAratoga 7-8400 
Uptown Branch, 6609 Reisterstown Road, Baltimore 15, Md., Fleetwood 8-1940 


LOUISVILLE 2, KY 
CUMBERLAND, MD. 


NEW YORK 5, N. Y. 
PADUCAH, KY. 


EASTON, MD. 
NASHVILLE, TENN. 


MEMBERS OF NEW YORK STOCK EXCHANGE 
and other leading exchanges 
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Daniel C. Kennedy, Lord, Abbett & Co., Chicago; Alvin H. Berndt, 
New York 


Lord, Abbett & Co., 


JOHN N.* 
Marshall, Trimble & 


MITCHELL, 
Caldwell, 
New York 

MITCHELL, ROBIE L. 

Mitchell, Pershing, Shetterly & Mitchell, 
New York 

MOHR, Jr., SIDNEY J. 

Thornton, Mohr, Farish & Gauntt, 
Montgomery 

MOONEY, GEORGE A.* 

Investment Company Institute, New York 

MOONEY, Jr., URBAN D. 

Baxter & Co., New York 

MOREHOUSE, EDWARD J.* 

Harriman Ripley & Co., New York 

MORGAN, CHARLES F. 
Morgan Stanley & Co., 

MORGAN, EVANS G.* 
Manufacturers Hanover Trust 
New York 


Mitchell, 


New York 


Co., 


*Denotes Mr. and Mrs. 


MORGAN, WILLIAM F. 
Blyth & Co., New York 
MORRIS, FRANK E. 
Department of the Treasury, Washington 
MORRIS, PAT G.* 
The Northern Trust 
MORSE, EDWARD 
The Associated Press, 
MORSE, WALTER E.* 
Lehman Brothers, New York 
MORTON, ROALD A. 
Blue List Publishing Company, 
New York 
MOSELEY, III, FREDERICK S. 
F. S. Moseley & Co., Boston 
MOULTON, DONALD W.* 
R. H. Moulton & Co., Los 
MOWER, Jr., EDWARD B. 
Newhard, Cook & Co., St. Louis 
MUIR, EDWARD D. 
Dempsey-Tegeler & Co., San Antonio 


MULDOWNEY, JOSEPH J. 
Scott & Stringfellow, Richmond 


Company, Chicago 


New York 


Angeles 


Established 1840 


Underwriters, distributors 
and dealers in corporate 
and municipal securities. 


ROBERT GARRETT & SONS 


BALTIMORE 
South & Redwood Streets 
MUlberry 5-7600 


NEW YORK 


One Chase Manhattan Plaza 
HAnover 2-6140 


TELETYPE: 387 


Members: 


New York Stock Exchange, American Stock Exchange (Associate) 


Philadelphia-Buliimore Stock Exchange 


LET BAKER, WATTS & CO. BE YOUR GUIDEPOST 
FOR PRUDENT INVESTMENT SERVICES . . . 


a 


U.S. Government Bonds 
State, County and 
Municipal Bonds 
Public Authority and 
Revenue Bonds 
Listed and Unlisted 
Stocks and Bonds 
Active Trading Markets 
in Local Securities 
Bell System Teletype— BA395 
New York—Call CAnal 6-7162 
Representative-Clarksburg, W. Va 


Investment Bankers @ Established 1900 


Members: New York Stock Exchange 
Philadelphia-Baltimore Stock Exchange 
American Stock Exchange (Associate) 


Col. Oliver J. Troster, Troster, Singer & Co., New York; Mr. & Mrs. 
Elvin K. Popper, J. M. Simon & Co., St. Louis 


MULLANEY, 
Mullaney, Wells & Co., 
MULLIGAN, RICHARD F. 
Robert Garrett & Sons, Baltimore 
MUNFORD, III, BEVERLEY B. 
Davenport & Co., Richmond 
MURCH, BOYNTON D. 
Murch & Co., Cleveland 
MURPHY, HAL E.* 
Commercial & Financial 
New York 
MURPHY, JOSEPH D. 
Stifel, Nicolaus & Co., Chicago 
MURPHY, LEE F. 
Ladd Dinkins & Co., 
MUSSON, JAMES F. 
Newburger, Loeb & Co., 
NARES, G. PETER 
James Richardson & 
NASH, JOHN M. 
Investment Bankers 
Washington 
NELSON, W. LINTON* 
Delaware Management Co., 
NEUHAUS, JOSEPH R.* 
Underwood, Neuhaus & Co., 
NEUMARK, ARTHUR J. 
H. Hentz & Co., New York 
NEUWOEHNER, HIRAM 
White & Co., St. Louis 
NEWBOLD, JOHN S.* 
W. H. Newbold’s Son & Co., Philadelphia 
NEWBORG, LEONARD D. 
Haligarten & Co., New York 
NEWBURGER, Jr., FRANK L. 
Newburger & Co., Philadelphia 
NEWHARD, HARRY W.* 
Newhard. Cook & Co., 
NEWMAN, Jr., A. JOSEPH 
The Philadelphia Bulletin, 
NEWMAN, VINCENT* 
Channer Newman Securities 
Chicago 
NEWTON, Jr., FRANK R. 
Lentz, Newton & Co., San 
NEWTON, GEORGE A.* 
G. H. Walker & Co.. 
NICHOLS, LEONARD F. 
Maritime Administration, 
NISBET, Jr., W. OLIN* 
Interstate Securities Corporation, 
Charlotte 
NIX, ALLEN J. 
Riter & Co., New York 
NONGARD, RICHARD C. 
Nongard, Showers & Murray, 
NOONAN, Jr., WILLIAM A. 
Continental Illinois National 
Chicago 
NORRIS, EDGAR M.* 
Edgar M. Norris & Co., 
NORTH, FRANK W.* 
Barret, Fitch, North & Co., 
NOYES, BLANCKE* 
Hemphill, Noyes & Co., 
NUGENT, JOSEPH C. 
Mabon & Co., New York 
O’BRIEN, HARRY C. 
W. E. Hutton & Co., 
O’CONNELL, HOMER J. 
Blair & Co., New York 
O’HARA, WALTER T. 
Thomson & McKinnon, 
O’KEEF, ROBERT H.* 
The Marshall Company, 
O'LEARY, EDMUND G. 
Eastman Dillon, Union Securities 
New York 
OLLMAN, CARL H. 
Dean Witter & Co., 
O'NEIL, C. RODERICK 
H. M. Byllesby & Co., Chicago 
ORR, JOHN C. 

The Wall Street Journal, 
O'ROURKE, Jr., T. NELSON, 
T. Nelson O'Rourke, Inc., 

Daytona Beach 
OSTRANDER, WILLIAM L. 
The First Boston Corporation, 
OTIS, C. BARRON* 
The Bond Buyer, New York 
OTTENS, JUSTIN T.* 
Salomon Brothers & Hutzler, 
PACKARD, DAVID C. 
John C. Legg & Co., 
PAIDAR, LEONARD J.* 
Goodbody & Co., Chicago 
PARCELLS, Jr., CHARLES A.’ 
Charles A. Parcells & Co., 
PARKER, NATHAN K. 
Kay, Richards & Co., 
PARKER, R. BURTON 
Kay, Richards & Co., 
PARRY, SIDNEY L.* 
De Coppet & Doremus, 
PARSONS, Jr., JOHN G. 
Fidelity-Philadelphia Trust 
Philadelphia 


PAUL L. 
Chicago 


Chronicle, 


New Orleans 
New York 
Sons, New York 


Association, 


Philadelphia 


Houston 


St. Louis 


Philadelphia 


Company, 


Antonio 


St. Louis 


Washington 


Chicago 
Bank, 


Greenville 


Kansas City 


New York 


Cincinnati 


New York 
Milwaukee 


& Co., 


Chicago 


New York 


Chicago 


New York 


New York 
Detroit 
Pittsburgh 
Pittsburgh 
New York 


Company, 


Francis X. Coleman, Dempsey-Tegeler & Co., Inc., New York; James 
H. Clarke, American National Bank & Trust Company, Chicago 


PATRICK, ARTHUR 
The Economist, Miami 
PATTBERG, Jr., EMIL J.* 
The First Boston Corporation, New York 
PATTERSON, DONALD C.* 
Chemical Bank New York Trust 
New York 
PATTERSON, EDWARD 
Allen & Co., New York 
PAYNE, CARR 
Cumberland Securities 
Nashville 
PECK, ANDREW F.* 
Clark, Dodge & Co., 
PELIKAN, MILES 
John Nuveen & Co., New York 
PENDERGRAST, THOMAS J. 
Courts & Co., Atlanta 
PERKINS, JOHN H. 
Continental Illinois 
Chicago 
PERSHING, F. W.* 
Pershing & Co., 


PETERS, GERALD P. 
Peters, Writer & Christensen, 
PETERSEN, Jr., JOSEPH G.* 
Joseph G. Petersen & Co., St 
g PETERSON, ROYAL E. 
Co., J. R. Williston & Beane, 
PETITO, FRANK A. 
Morgan Stanley & Co., 
PEVEAR, WILLIAM W.* 
Irving Trust Company, 
PEYSER BENJAMIN F. 
Newburger, Loeb & Co., New 
PEYSER, Jr., FREDERICK M. 
Hallgarten & Co., New York 


PFEFER, DELMONT K.* 
First National City Bank, New York 


PHILIP, PETER V. N.* 
W. H. Morton & Co., 


PHILLIPS, T. WARD* 
Central National Bank, Des Moines 
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Denver 
Louis 


New York 


New York 


New York 


Corporation, 
York 
New York 


New York 


National Bank, 


New York 


{LLL ULLAL UUU 


MEAD, MILLER & CO. 


Members 


New York Stock Exchange 
American Stock Exchange (Associate) 
Philadelphia-Baltimore Stock Exchange 


Charles and Chase Sts. 
BALTIMORE 1, MD. 


Telephones 
LExington 9-0210 New York—WhHitehall 3-4000 
Bell Teletype—BA 270 


Baltimore 


WLLL LLL LLL LLL LLL LLL LLL LLL LALLA LLL LALLA LALLA 
ULLAL LL LLL L 


Ki Lidddddd dddddddddddidldddddldddddldldllldildldlillddidllldddddsidlisdliddbididihdbihiddlbddlddbdeb 


SPECIALISTS 


in 


INSURANCE 
STOCKS 


JOHN C. LEGG & Co. 
me BALTIMORE / PIKESVILLE / NEW YORK 


MEMBERS: New York Stock Exchange 
and other Leading Exchanges 
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John Krause, Reinholdt & Gardner, St. Louis; F. D. Farrell, 
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PICO. DR. RAFAEL Leedy, Wheeler & Alleman, Orlando 
vette = i POWERS, ROBERT A.* 
OSa Development Bank for S ag b Ce, me York 
P PRATT, ALBERT* 
Oe eee Ei Dallas Paine, Webber, Jackson & Curtis, 
PINKERTON, BLEDSOE C. nE enar y 
J. C. Bradford & Co., New York R s Dicks P & Co Chariotte 
PLATT, CHARLES M. RATE MARSOM Bo 
U. S. News & World Report, Washington Est k : yy B t 
PODESTA, ROBERT A.* PRATT. 5r.. TRUXTON D. 
Cruttenden, Podesta & Co., Chicago > = a oo ? b bi biai 
POLK, Jr., CHARLES R. ———- MALCOLM B.o ~or 
oe A T ES Bank, Seattle-First National Bank, Seattle 
PRUDDEN, RUSSELL F. 
Rn te te ae. Yeth Prudden’s Digest, New York 
LE. MONROE V.2 PUTNAM, Jr., GEORGE* 
——, Gibb & Co. New York Putnam Fund Distributors, Boston 
a oe ks PUTNAM, HENRY W.* 
a as ag ore & Co St. Louis De Coppet & Doremus, New York 
PORTER, FELIX N. —, ae © 
First National Bank, Oklahoma City QUST. LEO L Albuquerque 
PORTER, Jr., JOHN L. , k i 
Television Shares Management Corp., Harold E. Wood & Co., St. Paul 
Chicago RADEMAKER, HENRY A. : 
POU, CARLOS J.* Equitable Securities Corp., New York 
Banco Credito Y Ahorro Ponceno, RAGGIO, JOHN THAYER : 
Ponce, Puerto Rico Hooker & Fay, San Francisco 
POUSCHINE, IVAN RAND, Jr., ARTHUR H.* } A 
Winslow, Cohu & Stetson, Miami Woodard-Elwood & Co., Minneapolis 


POWELL, JAMES M. RAND, THORBURN* 


Boettcher & Co., Denver Rand & Co., New York 
POWELL, Jr., ROBERT J. RANKIN, HARLEY L.* 
Powell, Kistler & Co., Fayetteville Goldman, Sachs & Co., Philadelphia 





Established 1917 


Underwriters — Distributors — Dealers 


MUNICIPAL and CORPORATE 
SECURITIES 


STERNE, AGEE & LEACH 


Members 
New York Stock Exchange 
American Stock Exchange ( Assoc.) 


Birmingham, Ala. Montgomery, Ala. 


Private Wires Between Offices 
Direct Private Wire to Goldman, Sachs & Co., New York 











SOUTHEASTERN 


AND 


GENERAL MARKET 
MUNICIPAL BONDS 


STUBBS, WATKINS & LOMBARDO, INC. 


BIRMINGHAM 3, ALABAMA 


Telephone: ALpine 2-3175 Teletype: BH 287 


City National Bank, Kansas City, Mo.; 
James F. Colthup, Freeman & Co., New York; Stewart A. Dunn, C. J. Devine & Co., New York 
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RANNEY, BRUCE B.* 
Ball, Burge & Kraus, 
RAY, THOMAS L.* 
Mercantile Trust Company, St 
REDMAN, W. GUY 
A. G. Edwards & Sons, St 
REDWOOD, Jr., JOHN* 
Baker, Watts & Co., 
REESE, EUGENE 
Newhard, Cook & Co., St 
REFSNES, JOSEPH E. 
Refsnes, Ely, Beck & Co 
REIF, LEO 
Arthur Wiesenberger & Co., 
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YOUNG, RICHARD N.* 


Kidder, Peabody & Co., Philadelphia 
YOWELL, ROY H. 
Maritime Administration, Washington 


YUNKER, ROSWELL J. 
A. M. Kidder & Co., New York 
ZAHNER, VICTOR H.* 
Zahner & Co., Kansas City 
ZENTZ, BILL* 
Investment Bankers Association, 
Washington 
ZEUGNER, ORLAND K.* 
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New York 


ZUCKER, ABRAHAM W.* 
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ZUNIC, JOSEPH F. 
Thomas & Co., Pittsburgh 


ZWAHL, LOUIS J. 
Mabon & Co., New York 
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tate through an association or 
trust or corporation did not have 
the same tax advantage as persons 
who invested in an investment 
trust which invests in stocks and 
bonds because the income from 
real estate investments was taxed 
twice, once at the corporate level 
and again when distributed. 
Under Public Law 86-779, effec- 
tive in 1961, real estate investment 
trusts are taxed in much the same 
Way as regulated investment com- 
panies. The trust, if it meets the 
requirements of the tax law, is 
exempt from the corporate tax if 
90% or more of its otherwise or- 
dinary taxable income is distrib- 
uted annually to its beneficiaries 
who will pay ordinary income tax 
on such distribution. The 90% 
distribution rule does not include 
long-term and short-term capital 
gains which may be retained by 
the trust for reinvestment in other 
properties. Any ordinary taxable 
income retained by the trust in 
excess of the 90% distribution is 


subject to the regular corporate 
income tax. Any capital gains de- 
rived by the trust from the sale 
of any of its properties is taxable 
to the beneficiaries as capital gain 
to the extent that such gains are 
distributed to the beneficiaries. 


The Midwest Securities Com- 
missioners Association (including 


Arizona, California, Illinois, In- 
diana, Iowa, Kansas, Michigan, 
Minnesota, Missouri, Nebraska, 


New Mexico, North Dakota, Okla- 
homa, Texas and Wisconsin) 
adopted a statement of policy re- 
garding registration of securities 
issued by a real estate investment 
trust. A copy of that statement of 
policy as revised through June 21, 
1961 is included as APPENDIX D. 
This statement of policy has 
caused some practical problems 
in qualifying securities issued by 
real estate investment trusts, but 
it is hoped that further discus- 
sions with the securities adminis- 
trators will clear up the major 
obstacles. 


y 
Uniform Act for Simplification of 
Fiduciary Security Transfers 
This act has now been adopted 
in the following 35 states and the 
District of Columbia: 


Alabama Nebraska 
Arizona Nevada 
California New Jersey 
Colorado New Mexico 
Dist. Columbia New York 
Florida North Carolina 
Georgia North Dakota 
Idaho Rhode Island 
Illinois South Carolina 
Indiana South Dakota 
Kansas Tennessee 
Louisiana Texas 

Maine Utah 
Maryland Virginia 
Michigan Washington 
Minnesota West Virginia 
Mississippi Wisconsin 
Missouri Wyoming 


Particular credit for the work 
on this act is due the Association 
of Stock Exchange Firms and the 
local members of its committees. 
The key provisions of this act pro- 
vide that: 

(a) A corporation or transfer 
agent registering a security in the 
name of a person who is a fidu- 
ciary or who is described as a 
fiduciary is not bound to inquire 
into the existence, extent, or cor- 
rect description of the fiduciary 
relationship, and thereafter the 
corporation and its transfer agent 
may assume without inquiry that 
the newly registered Owner con- 
tinues to be the fiduciary until 
the corporation or transfer agent 
receives written notice that the 
fiduciary is no longer acting as 
such with respect to the particular 
security. 

(b) The corporation and trans- 
fer agent may assume without in- 
quiry that a transfer is within the 
authority of the fiduciary and is 
not in breach of fiduciary duty, 
even though the transfer is to the 
fiduciary himself or to his nomi- 
nee. They may assume that the 
fiduciary has complied with any 
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controlling instrument and with 
the law, including any law requir- 
ing court approval, and they are 
not charged with notice of court 
records or other documents even 
though in their possession. 


(c) No person (including a bank 
or dealer) who participates in the 
acquisition, disposition, assign- 
ment or transfer of a security by 
or to a fiduciary including a per- 
son who guarantees the signature 
of the fiduciary is liable for par- 
ticipation in any breach of fidu- 
ciary duty by reason of failure to 
inquire whether the transaction 
involves such a breach unless it 


is shown that he acted with actual 
knowledge that the proceeds of 
the transaction were being or were 
to be used wrongfully for the in- 
dividual benefit of the fiduciary 
or that the transaction was other- 
wise in breach of duty. 


VI 
North American Securities 
Administrators Meeting 
The President of the IBA this 
year urged chairmen of group leg- 
islation committees to attend the 
Annual Meeting of the N.A.S.A. 
(whose members are the admin- 
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istrators of the state blue sky 
laws) in Seattle. The Chairmen of 
Legislation Committees of the IBA 
New York, Northern Ohio and 
Southeastern Groups, in addition 
to the Chairman of the Committee 
and the Assistant General Counsel 
of the IBA, attended the meeting. 
We believe that other IBA Groups 
would find it helpful to have the 
Chairmen of their Legislation 
Committees attend this meeting 
each year in order to understand 
better the attitude of the securi- 
ties administrators of different 
states and to provide informed 
comment to the administrator on 
the subject under discussion at 
their meetings. 


Respectfully submitted, 


STATE LEGISLATION 
COMMITTEE 
Robert A. Podesta, Chairman 
Cruttenden, Podesta & Co. 
Chicago, Ill. 


ST. LOUIS 


William Atwill, Jr. 
A. C. Allyn & Co. 
Miami Beach, Fla. 


Robert Z. Bronn 
Kalman & Company, Inc. 
St. Paul, Minn. 


W. W. Keen Butcher 
Butcher & Sherrerd 
Philadelphia, Pa. 


William H. Clark 
Merrill, Turben & Co., Inc. 
Cleveland, Ohio 


Walter I. Cole 
Beecroft, Cole & Co. 
Topeka, Kan. 


John C. Crawford 
Bosworth, Sullivan & Company, 
Inc., Denver, Colo. 


John F. Curley 
Paine, Webber, Jackson & 
Curtis, New York, N. Y. 


Robert E. Daniel 
Pacific Northwest Company 
Seattle, Wash. 
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Benjamin F. Edwards IMI 
A. G. Edwards & Sons 
St. Louis, Mo. 

Francis C. Farwell 
William Blair & Company 
Chicago, Ill. 

John F. Fogarty 
Stern Brothers & Co. 
Kansas City, Mo. 

Dean P. Guerin 
Eppler, Guerin & Turner, Inc. 
Dallas, Texas. 


John C. Hagan IM 
Mason-Hagan, Inc. 
Richmond, Va. 
Gus G. Halliburton 
Equitable Securities 
Corporation, Nashville, Tenn. 
F. Barton Harvey, Jr. 
Alex. Brown & Sons 
Baltimore, Md. 


Wilbur E. Hess 
A. G. Edwards & Sons 
Houston, Texas 

Henning Hilliard 
J. J. B. Hilliard & Son 
Louisville, Ky. 

Ralph Hornblower, Jr. 
Hornblower & Weeks 
New York, N. Y. 


William S. Hughes 
Waggenseller & Durst, Inc. 
Los Angeles, Calif. 

W. Shannon Hughes 
Raffensperger, Hughes & Co., 
Incorporated, Indianapolis, Ind. 

Frank H. Hunter 
McKelvy & Company 
Pittsburgh, Pa. 

William L. Hurley 
Baker, Simonds & Co., Inc. 
Detroit, Mich. 

Marshall H. Johnson 
McDaniel Lewis & Co. 
Greensboro, N. C. 

Roy W. Leriche 
First of Iowa Corporation 
Des Moines, Iowa 

Thomas Lynch III 
Moore, Leonard & Lynch 
Pittsburgh, Pa. 

Harry A. McDonald, Jr. 
McDonald-Moore & Co. 
Detroit, Mich. 

Sidney J. Mohr, Jr. 
Thornton, Mohr, Farish & 


Gauntt, Inc., Montgomery, Ala. 


Frank L. Reissner 
The Ohio Company, 
Columbus, Ohio 

Charles C. Pierce 
Rauscher, Pierce & Co., Inc. 
Dallas, Texas 

Frank L Reissner 
Indianapolis Bond and Share 
Corporation, Indianapolis, Ind. 


Malcolm F, Roberts 
:Hornblower & Weeks 
Denver, Colo. 


Edmund H. Sears 
Estabrook & Co. 
Boston, Mass. 


Robert E. Sinton 
J. Barth & Co. 
San Francisco, Calif, 


G. Edward Slezak 
The Milwaukee Company 
Milwaukee, Wis. 

James E. Snyder 
A. C. Allyn & Co. 

Chicago, Ill. 

Harry Theis 
Stifel, Nicolaus & Company, 
Incorporated, St. Louis, Mo. 

Milton S. Trost 
Stein Bros. & Boyce 
Louisville, Ky. 

Henry L. Valentine II 
Davenport & Co. 
Richmond, Va. 

W. Enos Wetzel 
W. E. Wetzel & Co. 
Trenton, N. J. 


APPENDIX A 
Summary of Amendments to 
Securities Acts of 23 States 


ALASKA 


The Alaska Securities Act was 
amended effective April 18, 1961 


to add requirements for the regis- 
tration of non-exempt securities, 
based on provisions of the Uni- 
form Securities Act, and to make 
the necessary conforming changes 
in other sections of the Act. The 
Alaska Act previously did not re- 
quire registration of securities. 


ARKANSAS 


The principal amendments to 
the Arkansas Securities Act, ef- 
fective July 1, 1961, were the fol- 
lowing: 

(1) Section 3, requiring the reg- 
istration of broker-dealers or 
agents, was amended by adding a 
new Subdivision (e) requiring the 
registration of mortgage loan com- 
panies and loan brokers. 


(2) Section 4, relating to the 
registration of broker-dealers and 
agents, was amended by deleting 
a provision that registration of a 
broker-dealer automatically con- 
stitutes registration of any agent 
who is a partner, officer or direc- 
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tor, or a person occupying similar 
status or performing similar func- 
tions. 

(3) Section 4(e), which previ- 
ously required broker-dealers and 
investment advisers to post cor- 
porate surety bonds in the amount 
of $10,000 and required agents to 
post bonds in the amount of $5,000 
was amended to authorize the 
Commissioner to accept a blanket 
type surety bond for dealers and 
agents under a scale specified in 
the law. Exempt from the surety 
bond requirement are broker- 
dealers dealing exclusively in mu- 
nicipal or government securities, 
and broker-dealers registered with 
the SEC who are also members 
of the NASD, or their agents reg- 
istered with the NASD. 

(4) Subsection 5(d), authoriz- 
ing examination of the records of 
issuers, broker-dealers and invest- 
ment advisers, was amended to 
provide that the applicant, issuer, 
broker-dealer or investment ad- 


Allan Weintraub, Bear, Stearns & Co., New York; Barney Nieman, 
Golkin, Bomback & Co., New York; Bert Behrens, Lehman Brothers, 
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viser shall pay a fee for each such 
examination not to exceed $25 per 
day or fraction thereof, that any 
and all examiners are to be ab- 
sent from the capitol building for 
the purpose of making such ex- 
aminations, and in addition there- 
to shall pay the actual hotel and 
traveling expenses of such author- 
ized examiner from Little Rock 
and return. 

(5) Subdivision (C) of Section 
6(a), regarding denial suspension 
or revocation of registration of 
broker-dealers and investment ad- 
visers, was amended to include as 
a ground for such action that a 
person “has pending against him 
a charge of unlawful conduct in- 
volving securities or any aspect of 
the securities business.” 

6) Subdivision (6) of Section 
6(b), regarding written examina- 
tions by applicants for registra- 
tion as an agent, broker-dealer or 
investment adviser, was amended 
to provide (i) each agent taking 
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such examination is required to 
pay a fee of $5 for each examina- 
tion and (ii) that the exemption 
from examination for certain per- 
sons shall not exempt them from 
such part of the examination as 
relates to the securities act. 

(7) Subdivision (7) was added 
to Section 6(b) to provide that any 
issuer, unless exempted by Sec- 
tion 14 of the act, seeking to act 
or acting as a broker-dealer in its 
own behalf in the sale of its own 
securities must comply with the 
examination requirement, and that 
a single officer who shall have 
direct supervision of the sale of 
the securities shall represent the 
issuer for the purpose of satisfy- 
ing the written examination re- 
quirement., 

(8) Section 11(i), relating to the 
effective period of registration of 
securities and renewal of regis- 
tration, was amended to provide 
that (i) a registration shall con- 
tinue effective only for a period 
of 12 months unless sooner termi- 
nated and (ii) renewal registra- 
tions for 12-month periods may 
be issued upon written applica- 
tion and upon payment of fees 
provided for original registration, 
even though the maximum fee was 
paid the preceding period. Also 
Section 11(j) was amended to re- 
quire a filing fee of $5 with each 
report filed to keep current in- 
formation contained in the regis- 
tration statement and to disclose 
the progress of the offering. 

(9) Section 13(1), defining “‘se- 
curity,” was amended to include 
“variable annuity contract” with- 
in the definition. Also the previ- 
ous Subdivision (5) of Section 
14(a), exempting any security 
issued by and representing an in- 
terest in or a debt of an insurance 
company, was deleted. 

(10) Subsections (e) and (f) 
were added to Section 14 to pro- 
vide that before any security may 
be issued as an exempted security 
under Subdivisions (3), (4), (5), 
(6), (8) or (10) of Section 14(a) 
and before any transaction shall 
be executed as an exempted trans- 
action under Subdivisions (2), (9), 
(10), (11) or (12) of Section 14(b), 
a proof of exemption must be filed 
with the Commissioner, containing 
a statement of the grounds upon 


which the exemption is claimed 
and a declaration of the subdivi- 
sion under which the exemption 
is claimed, with a filing fee of 
$10 for every such proof of ex- 
emption filed with the Commis- 
sioner. 

(11) Section 21, relating to 
criminal penalties, was amended 
(i) to cover willful violations of 
any rule or order under the act 
and (ii) to declare that persons 
who willfully violate the act shall 
be guilty of a felony. 





COLORADO 


Colorado adopted a complete 
new securities act effective July 1, 
1961 based on the Uniform Secu- 
rities Act, with modifications. 


CONNECTICUT 


The Connecticut Securities Act 
was amended effective October 1, 
1961 (a) to authorize the bank 
commissioner to make, amend and 
rescind such regulations as are 
necessary to carry out the provi- 
sions of the Connecticut Securi- 
ties Act and (b) compiling into 


one section provisions relating to 
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denial, suspension or cancellation 
of registration of any broker, deal- 
er, salesman, investment counsel- 
lor or investment counsel agent. 


FLORIDA 


The principal amendments to 
the Florida Securities Act were as 
follows: 

(1) Subdivision (9) of Section 
517.05, exempting negotiable 
promissory notes or commercial 
paper was repealed. 

(2) Subdivision (5) of Section 
517.06, exempting the sale, trans- 
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fer or delivery of securities to a 
bank, savings institution, trust 
company, insurance company, cor- 
poration or to a broker or dealer 
“by the issuer of such securities 
or by the duly authorized repre- 
sentative of such issuer,” was 
amended to include a pension plan 
among those to whom exempt 
sales may be made and to elimi- 
nate the provision which limited 
the exemption to sales by the is- 
suer or the representative of the 
issuer. 

(3) Subdivision (7) of Section 
517.06, exempting bonds or notes 
secured by mortgage upon real es- 
tate or tangible personal property 
where the entire mortgage to- 
gether with all the bonds and 
notes secured thereby are sold to 
a single purchaser at a single sale, 
was amended by adding the fol- 
lowing proviso: 

“provided, however, that such 

bonds or notes are not offered 

for sale in connection with an 
express recourse agreement or 
guarantee as to the repayment 
of principal or interest, or both; 
provided further that such 
bonds or notes shall be exempt 
if they are fully insured by an 
insurance company authorized 
to do business in this state un- 
der chapter 635, Florida Stat- 
utes, or insured or guaranteed 
by an agency of the federal gov- 


ernment.” 


(4) Section 517.08 (relating to 
registration by notification) was 
amended (a) to eliminate Subdi- 
vision (g) which authorized regis- 
tration by notification for bonds 
or notes secured by a first lien or 
privileged collateral and (b) to 
eliminate Subdivision (h) which 
authorized the commissioner to 
receive registration by notifica- 
tion of securities which are sub- 
stantially of the same quality and 
description as one or more of the 
specified classes. 

(5) A new section was adopted 
to provide that if a person simul- 
taneously holds a securities license 
and a life insurance license, he 
shall prepare and leave with each 
prospective buyer a written pro- 
posal, on or before delivery of any 
investment plan. Investment plan 
shall mean a mutual funds pro- 


gram, and the proposal shall con- 
sist of a prospectus describing the 
investment feature and the full 
illustration of any life insurance 
feature. The proposal shall be 
prepared in duplicate, dated and 
signed by the licensee. The origi- 
nal shall be left with the prospect 
and the duplicate retained by the 
licensee for a period of not less 
than three years of, in lieu of a 
duplicate-copy a receipt for stand- 
ardized proposals filed with the 
commissioner may- be obtained 
and held by the licensee. 


Underwriters and Distributors 


of Corporate and Municipal Securities 


Mutual Funds Shares 


SHAUGHNESSY & COMPANY. INC. 


Est. 1938 
First National Bank Building 
ST. PAUL 1, MINNESOTA 


HAROLD E. Woop & COMPANY 


Investment Securities 


FIRST NATIONAL BANK BUILDING 
SAINT PAUL 1, MINNESOTA 


i a 


The Commercial and Financial Chronicle . 


Sydney Duffy, Blyth & Co., Inc., New York; Mr. & Mrs. 
E. B. de Selding, Spencer Trask & Co., New York 


GEORGIA 

Section 6(j) of the Georgia Se- 
curities Act (exempting the sale 
of securities not involving an un- 
derwriting to not in excess of 25 
persons provided such securities 
are purchased for investment), 
was amended effective April 5, 
1961 to provide that, in addition 
to the required affidavit signed by 
each proposed purchaser stating 
his intent to purchase for invest- 
ment, the commissioner is author- 
ized to require from the issuer and 
affiant such additional informa- 
tion as he deems necessary rela- 
tive to such securities and the sale 
thereof. 

INDIANA 

Indiana adopted a complete new 
securities act effective July 1, 
1961 based on the Uniform Secu- 
rities Act, with modifications. 


KANSAS 


Section 17-1252 of the Kansas 
Securities Act (definitions) was 
amended by including in Subsec- 
tion (j) defining security, “thrift 
certificates or investment certifi- 
cates or thrift notes issued by in- 
vestment companies”; by adding 
as Subsection (1) a definition of 


“investment company”; and by 
adding as Subsection (m) a defi- 
nition of “investment certificate.” 


MAINE 


The Maine Securities Act was 
amended effective 90 days after 
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adjournment of the Legislature by 
inserting a new section 241-a pro- 
viding for the creation of an ad- 
visory committee. 


MICHIGAN 


The Michigan Securities Act was 
amended effective Sept. 8, 1961 as 
follows: 

(1) Subdivision (n) of Section 
451.105 (exempt transactions) was 
amended by adding the under- 
lined language to read as follows: 


“(n) The offering and sale by 
an issuer of its securities pro 
rata to its stockholders, and the 
subsequent offering and sale 
within 3 months after such offer 
of any unsubscribed portion of 
such securities to 1 or more 
stockholders upon terms not less 
favorable to the issuer than the 
previous offering, the issuance 
and trading of subscription 
rights issued in connection with 
the foregoing, and the sale of 
securities to the holders of such 
rights in the exercise thereof. 
Exemptions under this subsec- 
tion shall be subject to such 
conditions and prohibitions as 
the Commissioner may impose 
by regulation for the protection 
of investors.” 


(2) A new Subdivision (0) was 
added to Sec. 451.105 to exempt: 


“(o) The sale of securities as 
Z 
d 


contemplated under the Act of 
Congress entitled the ‘Small 
Business Investment Act of 1958, 
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approved Aug. 21, 1958, where 
such sale consists of (1) the sale 
of securities to the Federal Smal] 
Business Administration, or (2) 
the sale of securities by a small 
business concern to a small 
business investment company or 
to a development company for 
equity capital provided or loans 
made, or (3) the sale of secu- 
rities by a small business in- 
vestment company to a small 
business concern as a condition 
to providing the latter with 
equity capital or loans.” 


MISSOURI 


Section 409.050 (exempt trans- 
actions of the Missouri Securities 
Act was amended effective Oct. 
13, 1961 by inserting a new Sub- 
section 12 to exempt, with speci- 
fied exceptions, secondary market 
sales by registered dealers of se- 
curities about which specified in- 
formation is available in a recog- 
nized securities manual. 


MONTANA 


Montana adopted a complete 
new securities act effective July 1, 
1961 based on the Uniform Secu- 
rities Act, with modifications. 


NEW MEXICO 


The New Mexico Securities Act 
was amended effective March 3, 
1961 to provide that the difinitions 
and provisions relating to securi- 
ties of an investment fund con- 
tained in Section 10 of the act 
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shall not apply to the securities of 
a small business investment com- 
pany, but the securities of such 
companies shall be registered with 
the commissioner of securities by 
qualification, coordination or no- 
tification, whichever is applicable 


NEW YORK 


Section 35, 102-4(2) of the New 
York Law relating to real estate 
investment trusts, was amended 
effective May 1, 1961 by adding a 
provision that no offer advertise- 
ment or sale cf such securities 
shall be made in or from the State 
of New York until the attorney 
general has issued to the issuer or 
to the offerer a letter stating that 
the offering has been filed and 
that the attorney general not later 
than 15 cays after such filing, 
shall issue such a letter or, in the 
alternative, a notification in writ- 
ing indicating deficiencies in the 
offering statement or prospectus. 


NEVADA 
Although Nevada has no state 
securities act, sections of the 


Building and Loan Association 
Law require the licensing of in- 


vestment companies registered 
under the federal Investment 
Company Act of 1940. Amend- 
ments to Section 673.260 effective 
April 8, 1961 (a) impose a license 
fee of $100 for each branch office 
and (b) provide that if the com- 
missioner finds that moneys in 
the Savings and loan fund will be 
insufficient for operation of the 
department he may annually levy 
and collect an assessment from 
each company, the total of which 
shall not exceed 35c per $1,000 
cf gross assets as of Dec. 31 of 
each year, the assessment to be 
prorated among such companies 
on the basis of their gross assets. 


NORTH DAKOTA 


The principal amendments to 
the North Dakota Securities Act 
were as follows: 

(1) Section 10-04-04, making it 
unlawful to sell nonexempt secu- 
rities unless they are registered 
in the state, was amended to make 
it also unlawful to “offer for sale.” 
Section 10-04-08.2 (requiring the 
filing of advertising matter re- 
garding registered securities) was 
amended to include a provision 
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that nothing in that section or in 
Section 10-04-04 shall be con- 
strued to prohibit the publication 
or distribution to the public of 
preliminary prospectuses or pre- 
liminary summary prospectuses 
under the Securities Act of 1933, 
provided no solicitation is made 
or order or conditional order ac- 
cepted prior to registration in the 
state, and provided a specified 
legend appears on each such pro- 
spectus. 

(2) Subdivision (3) of Section 
10-04-05, exempting policy con- 
tracts of an insurance company 
subject to supervision by an 
agency of the state of North Da- 
kota, was amended to exempt also 
variable or fixed annuity contracts 
of such companies. 

(3) A new Subsection (12) was 
added to Section 10-04-05 to ex- 
empt unsolicited agency transac- 
tions by a registered dealer, pro- 
vided such dealer delivers to the 
purchaser written confirmation of 
the order which clearly identifies 
the commissions paid to the regis- 
tered dealer. 

(4) Subdivision (8) of Section 
10-04-06 (exempting secondary 
market transactions by registered 
dealers in securities about which 
specified information is available 
in a manual) was amended by 
adding paragraph (f) that the ex- 
emption shall not apply to secu- 
rities of open-end management 
companies, mutual funds, unit in- 
vestment trusts, contractual plans 
and face amount certificate com- 
panies. 

(5) Subdivision (9) of Section 
10-04-06 (exempting pre-incorpo- 
ration subscriptions if certain con- 
ditions are met) was amended by 
adding a proviso that no money 
shall be received by the solicitor 
prior to incorporation or registra- 
tion of said securities with the 
Commissioner. 

(6) A new Section 104-04-07.1 
was inserted to authorize regis- 
tration by “announcement” for 
securities which have been out- 
standing in the hands of the pub- 
lic for not less than one year as 
the result of prior original regis- 
tration in North Dakota or 
through S.E.C. registration. Regis- 
tration by announcement may be 
made by registered dealers, and 
becomes effective automatically 
48 hours after filing unless ad- 
vised to the contrary or advised to 
furnish additional information and 
requires a $10 fee. 

(7) Section 10-04-08 (relating 
to fees) was amended by adding 
a new subsection (b) regarding 
registration fees for open-end 
management companies, mutual 
funds, investment trusts, unit in- 
vestment trusts, contractual plans 
and face amount certificates. 

(8) Section 10-04-10 (regarding 
the registration of dealers, sales- 
men and investment counselors) 
was amended by adding a section 
providing that the commissioner 
shall require as a condition of 
registration that the applicant 
and, in the case of a corporation 
or partnership, all officers or di- 
rectors of the partners doing se- 
curities business in the state, pass 
a written examination as evidence 


of knowledge of the securities 
business. All salesmen currently 
registered on June 30, 1961 who 
have been continuously registered 
as securities salesmen in the state 
since July 1, 1958 may have their 
registration renewed without 
passing such written examination. 
Such examination shall be given 
once each month in the capital 
city and at least once each quar- 
ter in other locations in the state. 

(9) Section 10-04-03 (1), re- 
garding administration of the act, 
was amended to provide for ad- 
ministration by a securities com- 
missioner who “shall be skilled 
in securities,” appointed by the 
Governor and confirmed by the 
state for a four-year term (pre- 


viously the state examiner ap- 
pointed a deputy as ex offico 
administrator). 
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OKLAHOMA 


The principal amendments to the 
Oklahoma Securities Act were 
the following: 

(1) Section 2(b), defining 
“agent,” was amended to exempt 
individuals representing an issuer 
in effecting transactions in securi- 
ties exempt under Subdivisions 
(4). (5), (6) or (7) of Section 
401 (a). 

(2) Section 2(1), defining “se- 
curity,” was amended to exclude 
certificates of interest or partici- 
pation in an oil, gas or mining 
title or lease. Section 2(g), de- 
fining “issuer,” was amended to 
eliminate references to an oil, gas 
or mining title or lease. Section 
2(c), defining “dealer,” was 
amended by eliminating Subdivi- 
sion (4) which subdivision ex- 
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cluded a person who engages in 
the exploration or production or 
refining of oil, gas, coal, uranium, 
sulphur or any other minerals 
and who is not principally en- 
gaged in effecting transactions in 
securities. Section 401(a) (12) was 
eliminated, which section ex- 
empted certificates of interest or 
participation in an oil, gas or 
mining title or lease embracing a 
specifically described tract of land 
more than one-tenth of an acre 
or a fractional undivided interest 
in a specifically described tract 
with an acreage equivalent of 
more than one-tenth of an acre. 

(3) Section 40l(a) (10), ex- 
empting commercial paper, was 
amended by adding a proviso that 
the exemption shall apply only to 
obligations to pay money, sold or 
offered for sale to the persons 
described in Section 401(b) (8). 

(4) Section 202(b) was amended 
to increase from $5 to $10 the 
filing fee for initial or renewal 
registration by an agent. 

(5) Section 305(b), previously 
providing a filing fee for regis- 
tration of securities of one-tenth 
of 1% of the maximum aggregate 
offering price of securities to be 
sold in the state with a minimum 
fee of $25 and a maximum of $300, 
was amended to provide the fol- 
lowing fee: one-tenth of 1% of 
the maximum aggregate offering 
price of securities to be sold in 
the state up to $250,000; one- 
twentieth of 1% from $250,000 to 
$500,000; one-fortieth of 1% from 
$500,000 to $1,000,000; and 1/100 
of 1% on the excess of $1,000,000 
with a minimum fee of $50 and 
no maximum fee. 

(6) Section 305(c) was amended 
by adding a provision that every 
registration statement shall con- 
tain an undertaking by the appli- 
cant to promptly file correcting 
amendments with the administra- 
tor under such rule as he may 
prescribe at any time when the 
information contained in any doc- 
ument required to be filed with 
the administrator is or becomes 
inaccurate or incomplete in any 
material respect. 


OREGON 


The Oregon Securities Act was 
amended effective April 28, 1961 
as follows: 

(1) Subdivision (f) of Section 
59.170(3) was amended to elimi- 
nate a requirement that the bal- 
ance sheet accompanying regis- 
tration by qualification had to be 
dated within 90 days of the date 
of filing, so that the balance sheet 
must now be dated as of the latest 
practicable date prior to the date 
of delivery. Subdivision (k) of the 
same section was amended so that 
articles of incorporation filed with 
a registration by qualification do 
not have to be certified. 

(2) Section 59.230 was amended 
by adding provisions that the 
commissioner may require appli- 
cants for a license as a dealer, 
including the partners of a part- 
nership, the executive officers of 


a corporation or association or 


Underwriters 


Distributors 


any person occupying a similar 
status or performing similar func- 
tions, or as a salesman, to submit 
to and pass successfully an oral 
or written examination as evi- 
dence of the applicant’s knowl- 
edge and understanding of the 
securities business. 

(3) Section 59.230 was also 
amended by adding provisions 
that applicants for licensing as 
dealers shall pay an examination 
fee of $50.00 and applicants for 
licensing as salesmen shall pay 
an examination fee of $10.00. 


SOUTH CAROLINA 


South Carolina adopted a com- 
plete new securities act effective 
June 14, 1961 based on the Uni- 
form Securities Act, with modi- 
fications. 


SOUTH DAKOTA 


The following amendments to 
the South Dakota Securities Act 
were adopted effective July 1, 
1961: 


(1) Section 55.1901 (relating to 
administration of the act) was 
revised to provide for administra- 
tion by a securities commissioner 
appointed by the Governor by and 
with the advice and consent of the 
Senate. 

(2) Subdivision (5) of Section 
55.1903 (exempting securities 
listed on any national securities 
exchange) was amended to ex- 
empt also: 


“over - the - counter securities 
which may be legally traded in 
interstate commerce under the 
provisions of the appropriate 
regulations of the Federal Se- 
curities and Exchange Commis- 
sion and all securities senior 
to any securities so listed or 
traded over-the-counter or rep- 
resented by subscription rights 
which have been so listed or 
traded over-the-counter under 
the appropriate regulations of 
the Federal Securities and Ex- 
change Commission such securi- 
ties to be exempt only so long 
as such listing or legal over- 
the-counter trading shall remain 
in effect.” 


(3) Section 55.1907 (relating to 
registration by application) was 
amended to provide that registra- 
tion shall be effective from one 
year from issuance or (as previ- 
ously provided) until exhausted 
by the sale of the securities so 
registered or until suspended, 
cancelled or revoked. 


(4) Section 55.1908 (relating to 
registration by notification) was 
amended (a) to add to the infor- 
mation required to be filed a copy 
of the security, a current financial 
statement and, if required, a con- 
sent to service of process and (b) 
to change the time at which such 
registration automatically becomes 
effective from 24 hours to 72 
hours after notice is filed. 

(5) Section 55.1912, which pre- 
viously required a surety bond by 
a broker in the amount of $5,000 
was amended to provide that the 
exact amount of bond shall be ap- 
proved by the commissioner, not 
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less than $5,000, nor more than 
$15,000. 

(6) Section 55.1920 (relating to 
fees) was amended to increase the 
amount of many of the fees, the 
principal of which increased from 
$25 to $35 the minimum fee of 
securities, from $10 to $25 the 
minimum fee on notification of 
intention to sell and from $100 
to $200 the maximum fee on noti- 
fication of intention to sell. 


TENNESSEE 


Item 10 of Section 48-1624 of 
the Tennessee Securities Act, re- 
quiring the financial statement of 
balance sheet accompanying the 
application of a dealer for regis- 
tration to be certified by an in- 
dependent certified public ac- 
countant, was amended to permit 
certification by a public account- 
ant licensed by the State of Ten- 
nessee. Section 48-1619 (exempt 
securities) was amended by add- 
ing a new Subsection (K) to 
exempt securities of corporations 
organized pursuant to the co- 
operative marketing law of the 
state. 

UTAH 

The principal amendments to 
the Utah Securities Act, effective 
May 15, 1961, were as follows: 

(1) Section 61-1-1, relating to 
the organization and powers of 
the securities commission, was 
amended by inserting a provision 
that the commission is vested with 
the power and authority to make 
rules and regulations as shall be 
deemed necessaary to administer 
and enforce provisions of the Act. 
A requirement that the commis- 
sion hold weekly meetings was 
deleted. 

(2) Section 61-1-4(4), defining 
“dealer,” was amended to include 
every person who “holds himself 
or itself out as a securities invest- 
ment counselor.” 

(3) Section 61-1-4(6). defining 
“salesman,” was amended so as 
not to apply to a person employed, 
appointed or authorized by an 
issuer and to eliminate the pro- 
vision that the partners of a part- 
nership and the executive officers 
of a corporation or other associa- 
tion registered as a dealer shall 
not be deemed salesmen within 
the meaning of the definition. 

(4) Section 61-1-5 was amended 
by adding a new subdivision to 
exempt: 

“(10) A joint venture of not 
more than ten individuals, all 
having the same responsibility 
and signing such an agreement, 
or the incorporators signing the 
articles of incorporation.” 

(5) Section 61-1-10, relating to 
registration of securities by noti- 
fication, was amended by increas- 
ing from $1 to $10 the fee to be 
paid at the time of filing the 
registration statement. 

(6) Section 61-1-11, relating to 
registration of securities by quali- 
fication, was amended to provide 
a filing fee of $25; to provide that 
of the registration is granted the 
applicant shall pay a fee of $1 
per $1,000 of the aggregate offer- 
ing price of the securities to be 


sold in the state (previously a. 


fee of one-tenth of 1% of par 
value); to raise the minimum fee 
from $10 to $25; to eliminate a 
provision that in case of stock 
having no par value, the price 
at which such stock is to be of- 
fered to the public shall be 
deemed to be the par value; and 
to add a provision that the filing 
fee will be applied toward the 
registration fee. 

(7) Section 61-1-15, relating to 
the registration of dealers and 
salesmen, was amended to except, 
from the requirement that appli- 
cants pass a written examination, 
an issuer whose securities have 
been registered by qualification 
under the Act. This section also 
was amended to provide that each 
dealer’s license granted to any 
firm consisting of more than one 
person or to a corporation shall 
entitle such dealer to designate 
one of its officers or members 
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who, upon compliance with the 
Act and without payment of fur- 
ther fee, upon issuance of the 
license shall be entitled to per- 
form all of the acts of a securities 
salesman. The person so desig- 
nated must make application for 
a salesman’s license accompanying 
the application of the dealer. Fur- 
ther amendments in this section 
provide a reinstatement fee when 
a license is not renewed on or be- 
fore Jan. 15 of each year of $10 
for dealers and $5 for a salesman; 
increase from $1 to $2 the fee 


for renewal of registration of 
salesmen; and provide a $5 fee 
for each examination. 
WASHINGTON 
The principal amendments to 


the Washington Securities Act, 
effective June 8, 1961. were the 
following: 

(1) Subdivision (2) of Section 
21.20.005, defining salesman, was 
amended by deleting a provision 
that a partner, officer or director 
of a broker-dealer or issuer is a 
salesman only if he otherwise 
comes within the definition. 

(2) Section 21.20050 was 
amended by deleting a provision 
that registration of. a broker- 
dealer automatically constitutes 
registration of all partners, offi- 
cers or directors as salesmen 
(except any partner, officer or 
director whose registration as a 
salesman is denied, suspended or 
revoked) without the filing of ap- 
plications for registration as sales- 
men or the payment of fees for 
registration as salesmen. 

(3) Subdivision (2) of Section 
21.20.190, requiring that a regis- 
tration statement shall have been 
on file with the director for at 
least 10 days, was amended by 
making the requirement 10 full 
business days. 

(4) Section 21.20.320, relating to 
exempt transactions, was amended 
by deleting Subdivision (16) 
which authorized the director to 
exempt certain transactions 
whereby interests in oil and gas 
leases or property are acquired by 
a partnership or joint enterprise. 

(5) Subdivision (1) of Section 
21.20.340 providing the registra- 
tion fee for all securities other 


than investment trusts and securi- 
coordination, 
the 


ties 
was 


registered 
amended 


by 
to eliminate 


MASON: 
HAGAN 





UNDERWRITERS @ 





$500 maximum fee. Subdivision 
(2), relating to the registration 
fee for securities issued by a face 
amount certificate company or 
redeemable securities issued by 
an open-end management com- 
pany or unit investment trust, 
was amended to eliminate the 
$1,000 maximum fee but a proviso 
was added that an issuer may 
upon the payment of a $25 fee 
renew for an additional 12-month 


period the unsold portion for 
which the registration fee has 
been paid. 

WISCONSIN 


The principal amendment to the 
Wisconsin Securities Act amended 
subdivision (1) of Section 189.06 
by adding the underlined language 
to read as follows: 


“(1) Any security issued by, or 
the principal and interest of 
which are guaranteed by, any 
state, territory or insular pos- 
session of the United States or 
by any political subdivision of 
any thereof, or by any foreign 
government, or combination of 
foreign governments, or any 
state, territory or political sub- 
division thereof, in each case 
having power of taxation or 
assessment and pledging the 
general credit thereof, for the 
purpose of paying such 
security.” 


APPENDIX B 


Summary of Principal Prob- 

lems Reported in Qualifying 

Securities Under State Secu- 
rities Acts 


Michigan: For many issues no 
application for registration was 
filed in Michigan because the 
Commission will not authorize 
the sale of any stock at a price 
in excess of the fair and reason- 
able book value, unless, if such 
stock is common stock, it can 
show average net income of not 
less than 5% of the proposed of- 
fering price per year for a period 
of not less than one year and not 
more than five years immediately 
preceding application. 

Florida: For several issues of 
debentures no application for 
registration was filed in Florida 
because of a requirement that 
there be a sinking fund. These is- 
sues included the following: 
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Montgomery Ward Credit Corp. 
cebentures; General Motors Ac- 
ceptance Corp. debentures; John 
Deere Credit Company deben- 
tures. 


Vermont: Several underwriters 
stated that they do not file for 
registration in Vermont because 
issuers object to a required con- 
sent to service of process which 
grants blanket jurisdiction over 
the company and is not limited 
to matters arising out of the sale 
of securities. 


California: Several secondary 
offerings of stock sold to under- 
writers by stockholders, where the 
issuer paid part of the expenses, 
were not registered in California. 
In some cases the selling stock- 
holders held close to one-half of 
the outstanding shares. The Cali- 
fornia Division of Corporations 
would not grant registration un- 
less the stockholders consented to 
the payment of expenses by the 
issuing company. 

One underwriter commented 
“We normally do not attempt to 
qualify in California unless 
pressed to do so because of the 
unusually complex nature of the 
filing required, the extreme po- 
sition taken by California on 
cumulative voting rights, etc.” 


Texas: One issue which was 
registered in most of the other 
states where applications were 
filed (including California, Kan- 
sas, Illinois and Wisconsin) was 
rejected in Texas because of stock 
options to employees. Under a 
restricted stock option plan shares 
aggregating slightly more than 
one fourth of the number of 
shares offered to the public were 
subject to options granted to em- 
ployees of the issuing company at 
a price substantially below the 
public offering price. 

Another issue was rejected in 
Texas because the Commissioner 
considered the stock over priced, 
that too much of the income of the 
company was from government 
contracts and that fixed payments 
of the company were too heavy. 


Missouri: One issue (which was 
registered in California, Illinois 
and Texas) was rejected in Mis- 
souri because options outstanding 
to some of the management of the 
issuer (who were also selling 
stockholders) were exercisable at 
a price lower than the public of- 
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fering price. The securities sub- 
ject to such options were only 
about 1/17th of the total shares 
outstanding after the offering. 

Another issue was rejected in 
Missouri because the Commis- 
sioner concluded that the com- 
pany was too dependent on gov- 
ernment business and that there 
were other unfavorable factors in 
its operation. 

Another underwriter com- 
mented: “We have had several 
requests to qualify recent offer- 
ings in Missouri but have declined 
to do so because the complex fil- 
ing requirements lead to larger 
legal and filing fees than are jus- 
tified by the prospects of sales in 
that state.” 

Iowa: Wisconsin: A few applica- 


tions for registration of convert- 
ible preferred stock were with- 
drawn in Iowa and Wisconsin 
because the Commissions in those 
states have established capitaliza- 
tion ratios which must be met 
for preferred stock. It was re- 
ported that in Iowa the ratio of 
preferred stock to common stock 
and surplus may not exceed 4 or 
5 to 1 and that in Wisconsin the 
ratio may not exceed 2 to 1. 


Tennessee: Nebraska: One un- 
derwriter stated that: “In the case 
of at least two of these states, 
Nebraska and Tennessee, we were 
required to withdraw our appli- 
cations not because the offering 


would not qualify under the 
Continued on page 131 
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statutes and regulations of these 
states, but rather because our ap- 
plications were not acceptable to 
states like Illinois and Indiana. 
It is our opinion that these ad- 
ministrators were stretching their 
administrative discretion. It 
should be said that all state ad- 
ministrators do not rely on the 
action taken by other states. The 
administrators of Georgia, New 
Hampshire, North Carolina, Rhode 
Island and other states have 
called us to inquire of the back- 
ground ... and after hearing an 
explanation, have qualified our 
applications.” 

One underwriter reported that 
stock of a small business invest- 
ment company was denied regis- 
tration in Tennessee because it is 
the policy of the Commission 
there not to register any small 
business investment company se- 
curities, and there was also a sug- 
gestion of requiring officers and 
directors to deposit stock of the 
company held by them in escrow 
in a Tennessee bank. 

Illinois: Indiana: There were 
several complaints that these 
states required a special sticker 
to be attached to the prospectus 
stating “These are speculative se- 
curties,” despite the fact that the 
cover page of the prospectus car- 
ried the legend required by the 
SEC that “These securities are of- 
fered as a speculation.” 

Options and Warrants: There 
were many reports of difficulties 


in registering in various states is- 
sues involving options and war- 
rants. On this subject it is sug- 
gested that underwriters check 
the statement of policy on options 
and warrants adopted by the 
North American Securities Ad- 
ministrators and also the report 
as to which states follow all or 
portions of that statement of 
policy. 


Real Estate Investment Trusts: 
Several underwriters reported dif- 
ficulties in registering shares of 
real estate investment trusts in 
states which have adopted the 
statement of policy of the Mid- 
west Securities Administrators. 


APPENDIX C 


Statement of Policy on Op- 
tions and Warrants of the 
North American Securities 
Administrators including 
Standards Approved in 1959, 
Revised in 1961 


Warrants or stock purchase 
options to those other than the 


purchasers of securities will here- 
after be looked upon with great 
disfavor and will be considered 
as a basis for denial of the appli- 
cation except in unusual instances 
and the burden shall always rest 
on the applicant to justify their 
issuance. The number of warrants 
sought to be issued, the exercis- 
able price, the terms in which 
they are exercisable and the ab- 
sence or adequacy of a step-up 
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rate in the exercisable price will 
all be taken into consideration. 


This committee suggests the 
following standards or guides for 
the use of administrators in de- 
termining whether the issuance of 
stock options under the State- 
ment of Policy is justifiable: 


(1) That options to manage- 
ment in the nature of restricted 
stock options for incentive pur- 
poses, if reasonable in number 
and method of exercise, be gen- 
erally looked upon favorably; 


(2) That options to employees, 
or their nominees, pursuant to 
stock purchase plans or profit 
sharing plans, if reasonable in 
number and method of exercise, 
be generally looked upon favor- 
ably; 


(3) That the Statement of 
Policy be given a liberal inter- 
pretation as to options or war- 
rants issuea to underwriters in 
connection with a public offering 
price, if: 

(a) They are issued to the 
managing underwriter under a 
firm underwriting agreement 
and are not assignable or trans- 
ferable, except to partners of 
the undewriter when the under- 
writer is a partnership. 


(b) The number of shares 
covered by the warrants or op- 
tions do not exceed 10% of the 
securities to be outstanding at 
the completion of the offering, 
such percentage including war- 
rants to employees. 

(c) The initial exercise price 
of the options is at least equal 
to the public offering price with 
a “step-up” of the exercise price 
of 7% each year they are out- 
standing, or in the alternative, 
an over-all 20% step-up. The 
step-up shall commence 12 
months after the grant of the 
option or warrant. The election 
as to the step-up rate must be 
made at the time the option or 
warrant is issued. 


(d) The options or warrants 
do not exceed five years in dur- 
ation and are exercisable no 
sooner than 11 months after 
issuance, and: 


(e) The options or warrants 
are issued by a relatively small 
company in the promotional 
stage where it appears from 
all of the facts and circum- 
stances that the issuance of 
such options is necessary to ob- 
tain competent investment 
banking service, provided that 
the direct commissions to the 
underwriters are lower than 
the usual and customary com- 


missions would be in the ab- 
sence of such options or 
warrants. 


(4) That in those states where 
it is necessary to include the 
value of the options in the com- 
putation of commissions the mar- 
ket value of such options, if any, 
be used. That in those cases where 
no market value exists an arbi- 
trary value of 20% of the original 
exercise price of options be used 
unless evidence indicates that a 
contrary valuation exists. 


(5) That the same tests be 
applied to options issued by “sell- 
ing shareholders” as has been 
recommended herein, unless evi- 
dence indicates that the selling 
shareholders are so separated 
from the corporate entity and so 
lacking in control of the corpo- 
rate entity as to require more 
liberal treatment. 


APPENDIX D 


Statement of Policy in Real 
Estate Investment Trusts of 
the Midwest Securities Com- 
missioners as revised June ’61 

Applications to register securi- 
ties issued or issuable by a real 
estate investment trust shall gen- 
erally be looked upon with dis- 
favor’ unless the following re- 
quirements are met 


(A) Definition: A real estate in- 
vestment trust is defined as an 
unincorporated trust or associa- 
tion which intends to comply 
with Sections 856, 857 and 858 
of the Internal Revenue Code 
of 1954, as amended. 


(B) Declaration of Trust: The 
declaration of trust, or other in- 
strument forming the trust, 
shall, among other things, or- 
dinarily contain provisions pro- 
viding for the following: 


(1) TRUSTEES. 


(a) Number and Election — A 
real estate investment trust shall 
have a minimum of three trustees 
all of whom are elected annually 
by the outstanding shares of 
beneficial interest. 


(b) No Assets Acquired From 
Trustees and Others—No assets of 


the trust shall be acquired, 
directly or indirectly, from or 
through or conveyed to any 


trustee, investment adviser of the 
trust, officer, independent con- 
tractor of the trust or employee, 
except for the acquisition of as- 
sets at the formation of the trust, 
or shortly thereafter, and then 
only if the acquisition price or 
such assets is based on an inde- 
pendent appraisal acceptable to 
the administrator; nor may any 
such person receive a commission 
or other remuneration, directly or 
indirectly, in connection with the 
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disposal or acquisition of trust 
assets. 

(c) Liability of the Trustee— 
The declaration of trust, or other 
instrument forming the trust shall 
not contain any provisions re- 
lieving any trustee from liability 
to the trust or its security holders 
to which it or he might otherwise 
be subject by reason of acts con- 
stituting bad faith, willful mis- 


feasance, gross negligence or 
reckless disregard of its or his 
duties. 

(da) Removal of Trustee — A 
trustee or trustees may be re- 
moved by the vote or written 
consent of the holders of two- 


thirds of the outstanding shares 
of beneficial interest. 


(2) INVESTMENT POLICY. 


The investment policies in- 
tended to be followed by the 
trustees should be stated with 
reasonable particularity; 


(3) LIABILITY OF BENEFICI- 
ARIES. 


That the shares, or certificates, 
are non-assessable. That the 
shareholders or beneficial owners 
shall not be personally liable on 
account of any of the obligations 
of the trust. To reinforce this ob- 
jective, it should further be pro- 
vided that all written contracts 
to which the trust is a party shall 
include a provision that the 


Continued on page 132 


UNDERWRITERS — DEALERS — DISTRIBUTORS 


CORPORATE AND MUNICIPAL SECURITIES 


TRADING MARKETS IN VIRGINIA SECURITIES 


J. C. Wheat & Co. 


Members 
American Stock Exchange ( Assoc.) 


New York Stock Exchange 


1001 EAST MAIN ST., RICHMOND, VA. 


Teletype RH-196 


NORFOLK, VA. 
15 Selden Arcade 


Direct Wire to Eastman Dillon, Union Securities & Co., New York 


ROANOKE, VA. 
307 First St. 


Telephone MI 4-4651 


ROCKY MOUNT, N.C. 
126 N. Main St. 


S.A > a th th > pr mae, OO Ct, O OO N nO an 


Specializing since 1932 
in the 
MUNICIPAL BONDS 

of 
WEST VIRGINIA 


VIRGINIA 
NORTH CAROLINA 


SOUTH CAROLINA 


SERVING EXCLUSIVELY 















IN THE FIELD OF 


municipal bonds 





616 EAST MAIN STREET e 
Telephone Milton 3-286) 


RICHMOND 15, VIRGINIA 
Teletype RH 83 & 84 












































































132 


Continued from page 131 
shareholders or beneficial owners 
shall not be personally liable 
thereon. The trustees must fur- 
ther be required to maintain ade- 
quate insurance against possible 
liability on the part of the trust, 
ex delictu; 


(4) REPORTS. 

(a) For preparation of an an- 
nual report consisting of a de- 
tailed report of the activities of 
the trust during the period 
covered by the report and of a 
balance sheet, statement of in- 
come, and surplus of the trust and 
an opinion thereon of an inde- 
pendent certified accountant or 
independent public accountant 
based on an examination of the 
books and records of the trust not 
materially limited in scope, and 
made in accordance with gen- 
erally accepted auditing proce- 
dures; 

(b) For the filing of such an- 
nual report with the trustees, and 
the Administrator, and the de- 
livery of a copy thereof to each 
shareholder or beneficial owner, 
within 90 days after the close of 
the period covered by the report. 
The copies delivered to the trustee 
and administrator shall be manu- 
ally signed. 

(c) For furnishing to the 
shareholders or beneficial owners 
and to the Administrator, of in- 
terim reports, at least quarterly, 
containing a current’ balance 
sheet which may be unaudited; 
and other pertinent information 
regarding the trust and its ac- 
tivities in the quarter covered by 
the report; 


(5) ANNUAL MEETING. 

For an annual meeting of the 
shareholders, or beneficial owners, 
at a convenient location on 
proper notice to the shareholders, 
or beneficial owners, following 
delivery of the annual report re- 


quired in 4 (a) above; 


(6) SPECIAL MEETINGS. 


Special meetings of the share- 
holders, or beneficial owners, 
may be called by the President, 
or by a majority of the trustees 
and shall be called by any officer 
of the Trust upon written request 
of shareholders holding together 
not less than twenty-five per cent 
(25%) of the outstanding shares 
of the trust entitled to vote at 
such meeting. The call shall state 
the nature of the business to be 
transacted and no other business 
shall be considered. 


(7) INSPECTION OF RECORDS. 


For the inspection of the trust 
records by the Administrator at 
a reasonable time; and inspection 
of trust records by a shareholder 
or beneficiary of the trust as per- 
mitted under local law to the 
same extent as is permitted cor- 
porate shareholders; 

(8) DISTRIBUTION. 

That any distributions to share- 
holders or certificate holders shall 
be accompanied by a statement in 
writing advising of the source of 
the funds so distributed. In case 
there may be doubt as to this 
matter, the communication may 
so state, in which event, the 
necessary statement shall be for- 
warded to shareholders, or bene- 
ficiaries, not later than 60 days 
after the close of the fiscal year 
in which the distribution was 
made; 

(9) CHANGE IN TRUST. 

That no change shall be made 
in the declaration of trust, or 
other instruments forming the 
trust, without the vote or written 
consent of the holders of two- 
thirds of the outstanding shares 
of beneficial interest. 

(10) TERMINATION OF TRUST. 


That the trust may be ter- 
minated at any time, by a vote 
or written consent of the holders 
of two-thirds of the outstanding 
shares of beneficial interest. 
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(11) INVESTMENT ADVISORY 
CONTRACT. 

The trustees shall have absolute 

and exclusive control over the 

management of the trust and its 


property and the disposition 
thereof. An investment advisory 
contract entered into by the 


trustees ordinarily may not be for 
a period longer than one year. 
The total compensation of the in- 
vestment adviser shall not exceed 
14 of 1% annually, of the net as- 
sets of the trust managed. In the 
case of real property it shall be 
calculated on the basis of cost less 
depreciation or, in the judgment 
of the trustees, fair market value 
of the net assets of the trust, 
whichever is less. 


(12) EXPENSE LIMITATION. 


(a) Selling and Promotion Ex- 
pense—That there shall be a 
reasonable limitation on selling 
and promotional expenses, based 
on requirements of local law. 


(b) Annual Expenses—The ag- 
gregate annual expenses of every 
character, exclusive of interest, 
taxes, maintenance and upkeep of 
trust assets, payments to indepen- 
dent contractors, compensation to 
investment adviser, and reason- 
able sales commissions in the dis- 
position of properties shall not 
exceed $5,000 or 1% of the aver- 
age net assets of such trust cal- 
culated on a semi-annual or more 
frequent basis, consistently ap- 
plied, whichever is greater. In the 
event the trust has no investment 
adviser, or if the compensation 
of the adviser is less than % of 
1%, the expenses, including such 
compensation to the adviser, if 
any, may not exceed 142% an- 
nually. The maximum amount of 
such expenses shall be stated in 
the prospectus. 


(13) APPRAISAL. 


The consideration paid for real 
property acquired by the trust 
shall ordinarily be based upon 


the fair market value of the 
property as determined by a real 
estate appraisal prepared by a 
qualified, disinterested, indepen- 
dent appraiser, acceptable to the 
administrator. 

(14) PROHIBITED ACTIVITIES. 

No real estate investment trust 
shall: 

(1) Invest more than five (5) 
percent of its assets in unim- 
proved real property. Unim- 
proved property includes, among 
other things, vacant land, lots on 
which the permanent buildings 
have not been completed, and 
agricultural or ranching land; 

(2) Invest in commodities; 


(3) Invest in any mortgage or 
trust deed on unimproved real 
property or in any mortgage or 
trust deed other than a first 
mortgage or first trust deed not 
in a greater percentage of value, 
as confirmed by a competent in- 
dependent appraiser, than per- 
mitted under local law to a sav- 
ings and loan association; 


(4) Invest more than one (1) 
percent of its assets in real estate 
contracts of sales; 

(5) Invest in any real property 
which is subject to a mortgage or 
trust deed or other encumbrance 
to other than a bank, insurance 
company, or other institutional 
lender, and then only if the un- 
paid balance of said mortgage or 
trust deed, or other encumbrance 
at the time of such investment, is 
not greater than 66%% of the 
fair market value of said property 
as confirmed by a competent in- 
dependent appraiser; 

(6) Engage in any short sale, 
borrow, unsecured, more than 8% 
of the net value of its net assets; 
nor encumber any of its real 
property more than 6624% of the 
fair market value of said property 
as confirmed by a competent in- 
dependent appraiser. 


(7) Acquire or convey any in- 
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terest im any property in whic! 
any trustee, adviser of the trust 
independent contractor, or em 
ployee for the trust also has a) 
interest, directly or indirectly, ex 
cept as permitted in Rule B(1 
(b); 

(8) Engage in trading as com 
pared with investment activities 

(9) Issue securities of mor 
than one class; 

(10) Issue redeemable securi- 
ties; 

(11) Hold securities in any, 
company holding investments o: 
engaging in activities prohibited 
by this section; 

(12) Engage in underwriting o1 
agency distribution of securities 
issued by others; 

(13) Issue warrants, options, o 

similar evidence of a rights to buy 
its securities; other than to all the 
shareholders ratably. 
(C) Minimum Capital: A real es- 
tate investment trust shall or- 
dinarily have a net capital of 
not less than $100,000 repre- 
sented by outstanding shares or 
certificates of beneficial in- 
terest. 


(D) Contracts With Independent 
Contractors: A copy of all con- 
tracts with independent con- 
tractors for the management, 
operation or furnishing of serv- 
ices to tenants of trust proper- 
ties shall be filed with the 
Administrator accompanied by 
satisfactory evidence that the 
fees therein provided are in ac- 
cord with the prevailing cosis 
for such services in the area in 
which the property is located. 

(E) RECORDING: That the dec- 
laration of trust, or other in- 
strument forming the trust, 
shall be filed for record in the 
office of the County Recorder 
in the country where the prin- 
cipal business of the trust is 
located and in any other county 
where property of the trust is 
located. 
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announced by the Export-Import 
Bank of Washington. Both plans 
are designed to broaden the fa- 
cilities available to United States 
exporters on short and medium- 
term transactions (usually up to 
five years, but up to seven years 
for jet aircraft). Both plans en- 
courage the exporter to deal di- 
rectly with his private commer- 
cial bank. 


New Private Insurance 
Protection 


The first plan is based on a 
new private Insurance Associa- 
tion, organized and owned by pri- 
vate insurance companies, which 
will be backed up by the Export- 
Import Bank. Comprehensive in- 
surance policies will be issued by 
this Association through insur- 
ance agents all over the country, 
the policies to cover the exporter 
to the extent of 85% on his credit 
or commercial risks, and to the 
extent of 90% or 95% on his po- 
litical risks. The Export-Import 
Bank and the Insurance Associa- 


tion will be co-insurers to the ex- 
tent of 50% with respect to credit 
risks, and Eximbank will be the 
sole insurer with respect to po- 
litical risks. When an exporter 
offers such a policy to his bank as 
collateral, his opportunity to ob- 
tain financing is obviously en- 
hanced. 

The second plan is designed for 
the exporters and commercial 
banks who do not feel the need 
of an insurance policy. In this 
case, the exporter retains 15% of 


both the political and commercial 
risks. The commercial banks may 
then obtain from Eximbank a 
political risk guaranty with re- 
spect to the first one-half of the 
instalments of a 1 or 2 year credit, 
or the first 18 months of instal- 
ments of a 3, 4 or 5 year credit. 
The later maturities will be fully 
guaranteed against both political 
and commercial risks by Exim- 
bank and should be readily sale- 
able to other commercial banks, 
insurance companies, pension 
funds or other investors. This 
fully guaranteed paper could also 
serve as collateral for the issu- 
ance of debentures by financial 
institutions. 


These programs of AID and 
Export-Import Bank are an inter- 


esting and potentially important 
step in our opinion in encourag- 
ing a broader participation by 
private institutions in the field of 
foreign investment. They open up 
a new field of activity for both 
commercial and investment bank- 
ers. 

Among the international finan- 
cial agencies several developments 
are worth noting. 


Inter-American Bank to Offer 
Bonds in U. S. 

The Inter - American Develop- 
ment Bank is now a fully opera- 
tional lending agency, and at the 
rate it is now putting its capital 
to work it appears likely that it 
will be offering its bonds for sale 
in our market sometime within 
the next year. 


The International Finance Cor- 
poration is studying proposals that 
ıt facilitate the public or private 
sale of foreign equity securities 
both in the United States market 
and in certain foreign markets by 
backstopping private bankers on 
a portion of their underwriting 
commitments in connection with 
the distribution of such securities. 

The World Bank and certain 
other agencies are studying the 
possibilities and problems in- 
volved in forming an interna- 
tional investment insurance cor- 
poration which would provide on 
an international basis insurance 
for foreign investments such as 
that now offered by the govern- 
ments of the United States, Japan 
and Germany for their own citi- 
zens, 

The World Bank has also taken 
the lead in exploring the possi- 
bilities of establishing a special 
forum for the conciliation or arbi- 
tration of financial disputes be- 
tween private parties and govern- 
ments. This study was initiated 
at the request of certain member 
governments in view of the need 
for such machinery and the ex- 
perience which the World Bank 


has already had in this field. 


Conclusion 


We recognize that the activi- 
ties of this Committee relate to 
what is today only a small part 
of our investment banking busi- 
ness in the United States. There 
are still relatively few of our 
member firms who are actively 
engaged in foreign investment. 
The question is frequently raised 
“Is it worthwhile?” 

We believe work in the foreign 
investment field is worthwhile 
for those United States invest- 


ment banking firms with suffi- 
cient background training, diver- 
sification in their activities and 
patience to devote a portion of 
their work to the development of 
this business. We believe it is 
worthwhile for the same reason 
that a progressive industrial cor- 
poration devote a portion of its 
resources to research and devel- 
opment of new products to tap 
new markets. 


We believe it is worthwhile 
because we cannot help observ- 
ing the rapidly expanding inter- 
dependence in business, trade and 
finance between the nations of 
the world. Political boundaries 
have already lost much of their 
importance to businessmen and 
bankers within the Common Mar- 
ket. Convertible currencies now 
in existence and increasing dis- 
cussion of the need for closer co- 
ordination of trade and monetary 
policy between the leading in- 
dustrial nations all point the way 
to an increasing international 
flow of privaie investment cap- 
ital between the various financial 
markets. 

The potential market is as 
broad as the Free World. The 
existing demand for funds is tre- 
mendous. The flow of this capital 
wili be managed by investment 
bankers somewhere and they will 
be paid for the service they ren- 
der. We believe investment bank- 
ers in the United States will “find 
it worthwhile” to play a leading 
role in this expanding market for 
“foreign investment.” 

In closing I want to express my 
appreciation and thanks to the 
members of the Committee and 
of our IBA staff for their con- 





tribution of time and knowledge 
to our work this year. 


Respectfully submitted, 
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Mitchum, Jones & Templeton 
San Francisco, Calif. 

Joseph T. Johnson 
The Milwaukee Co. 
Milwaukee, Wis. 


Andrew N. Overby 
The First Boston Corp. 
New York, N. Y. 


Henry A. J. Ralph 
Bank of America N.T. & S.A. 
New York, N. Y. 


Clifford R. Rohrberg 
Morgan Guaranty Trust Co. 
New York, N. Y. 


Irving H. Sherman 
A. G. Becker & Co., Inc. 
New York, N. Y; 


Henry Stravitz 
Swiss American Corp. 
New York, N. Y. 


J. Emerson Thors 
Kuhn, Loeb & Co. 
New York, N. Y, 
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T Anthony E. Tomasic 

l Thomas & Co. 
Pittsburgh, Pa. 

K. P. Tsolainos 
Baker, Weeks & Co. 
New York, N. Y. 


George H. Walker, Jr. 
G. H. Walker & Co. 
New York, N. Y. 


John M. Young 
Morgan Stanley & Co. 
New York, N. Y. 


APPENDIX A 


Purchases of Foreign Stocks 
By U. S. Investors 
($ Millions) 





chases figures 


U. S. 


primarily 
sales of foreign securities by U. 
vestors to foreign investors; (2) redemp- 
tion of foreign securities, either in the 
or abroad; and (3) purchases for 


sinking fund purposes. 


The statistics 
transactions 


PURCHASES OF FOREIGN SECURITIES BY U. S. 


cover only 
s (including transactions 
the securities of international organiza- 
tions, such as the World Bank.) They 
do not include direct foreign investment 
by U. S. corporations, nor do they cover 
inter-company account 

- S. non-banking firms with their own 
branches and subsidiaries abrcad or with 
foreign parent companies. The statistics 


reflect: 


transactions of 


(1) 
S. in- 


securities 
in 
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are 


based on monthly reports 
Treasury Department by banks and se- 
curity dealers and brokers on transac- 
tions with foreigners for their own ac- 
count and for the account of customers. 


to the 


They, therefore, do not cover transac- 


institutions and 


possessions, 
following: 


Gross Net Country of seller 

Year Purchases Purchases Europe— Bonds 
1946. ......-- "E: $0.4 Sunista BRST $1,290 
1967. non wowns 42. — 14.6 elgium oaen 1S 
D aaa 96.7 150 Sa ia 
1949-..------- 70.8 —18.0 Frases vania O 
| re 198.2 24.4 eérmany —_._- 60,322 
| 348.7 76.4 — ——--- 1,512 
E i A 329.6 35.8 Netherlands rA 20,570 
oe ek 
=... 877.9 Se ren 423 

pee aii : . weden _.__.__ 9,030 
nnana 875.2 126.1 ceed ---- 92,245 
PE a wade aes 621.9 29.1 U ited Kingdor wai 
Wasin 803.7 336.4 Other Europe 59,159 
TE aa i à 
1960- -------- 591.7 82.6 Total Europe $369,862 
Jan.-Aug. 1961 $580.5 $196.7 ihh 


Source: Treasury Bulletin Canada _____----_ $418,957 

Latin America_ 160,939 

NOTE: The above data related to the Asia ----------- 76,100 

total amount of money debited or Other countries__- „61,814 

credited to U. S. Accounts as the result ternational - 356,456 
of transactions in foreign securities, in- 

cluding Canadian securities. The gross Grand Total $1,444,986 


purchases figures reflect both new and 
outstanding issues. The differences be- 
tween the gross purchases and net pur- 


—— 


Source: 








year Issuer Amount 
($000) 
i 1956 Commonwealth of Australia 25,000 
Total 25,000 
1957 Commonwealth of Australia 20,000 
High Authority of the European 

i Coal & Steel Community 25,000 
i Kingdom of Belgium 30,000 
3 Totals 75,000 
į 1958 Union of South Africa 15,000 
l City of Amsterdam 15,000 
i The Belgian Congo 15,000 
i Commonwealth of Australia 25,000 
g City of Oslo (Norway) » 000 
Federation of Rhodesia & Nyasaland 6,000 

High Authority of the European 
Coal & Steel Community 35,000 
Kingdom of Norway 17,500 
Republic of Panama 16,800 
Commonwealth of Australia 25,000 
Government of New Zealand 10,000 
Republic of Austria 25,000 
Union of South Africa _ 10,000 
Totals 223,300 
1959 Kingdom of Denmark 20, 000 
Japan 15, 000 
Government of Jamaica 10,000 
KLM Royal Dutch Airlines 15, 500 
Southern Italy Development Fund 20,000 
Montecatini 10,000 
Commonwealth of Australia 25,000 
Credit Foncier de France 50 , 000 











Totals 


Totals 165, 500 
1960 Commonwealth of Australia 25,000 
City of Oslo (Norway) 10,000 
Commonwealth of Australia 25,000 

High Authority of the European 
Coal & Steel Community 25,000 


Treasury Department. 





tions carried out entirely abroad in which 
a reporting institution is not involved. 


The term “U. S. Investors” covers all 
individuals 
within the U. S. and its territories and 
with the exception of the 
(1) branches or agencies of 
foreign central banks; (2) other official 
institutions of foreign countries; and (3) 


domiciled 





APPENDIX A 
Purchases of Foreign Bonds 


By U. S. Investors 
($ Millions) 


Jan.-Aug. 1961 $710.4 


Source: Treasury Bulletin 


Gross Net Gross Net 
Purchases Purchases Year Purchases Purchases 
-- $490.4 —$265.5 1946__- $556.1 —$261.1 
-- 634.3 —24.5 1947___- 676.8 39.0 
291.4 TEE s annnak 94.8 
sa ~ OREN —9.8 1949______ on 382.3 —27.8 
710.2 121.0 1950.. 908.4 145.4 
801.0 300.6 1951. 1,149.7 377.0 
-- 677.4 182.1 1952 - 1,007.0 217.9 
621.5 79.0 1953 . 9249 72.2 
._. 8413 48.8 1954. . 1,486.1 300.4 
-- 509.4 —183.9 1955.. 1,387.3 30.4 
-- 981.5 385.0 1956 ___- _.. 1,866.8 511.1 
-- 1,392.0 693.1 1957_..._._.____ 2,014.0 722.1 
-- 1,915.1 1,026.1 1958__- 2,718.8 1,362.5 
_. 1,457.6 512.0 1959_- B 2,261.5 749.7 
_. 1,445.0 PE Be ckenoncans ee 644.7 
$320.7 Jan.-Aug.1961 $1,290.7 $517.5 

Source: Treasury Bulletin 
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APPENDIX A 


Total Purchases of all Foreign 
Securities by U. S. Investors 


($ Millions) 





AGENDA—Meeting of the Washington Subcommittee 


IBA FOREIGN INVESTMENT 
COMMITTEE 


Washington, D. C. 
Nov. 15, 1961 


10:00 a.m. 


Meeting at the Treasury, with 
Mr. Robert V. Roosa, Under Sec- 
retary for Monetary Affairs. 


lipe Herrer 


President, e 


-1961 inclusive 


international organizations. 
APPENDIX A 
INVESTORS—1960 
($ thousands) 
——Gross Purchases———_ Net Purchases 
Stocks Total Bonds Stocks Total 
$36 $1,326 $—210 $13 $—197 
5,059 16,407 —15,307 922 —14,385 
386 2,360 —492 315 —177 
23 3,322 —3,305 23 —3,282 
25,951 36,458  —14,531 4,206 —10,325 
32,793 93,115 24,056 17,674 41,730 
635 2,147 981 583 1,564 
16,878 17,628 —39,485 12,517 —26,968 
155,997 176,567 —263 87,906 87,643 
564 18,831 7,666 —847 6,819 
155 1,164 —293 —121 —414 
190 617 —1,432 23 —1,409 
1,389 10,419 6,618 —11,889 —5,271 
46,920 139,165 —41 6,312 5,871 
16 16 —5 —97 —102 
58,267 137,278 43,531 —42,147 1,384 
413 59,572 35,025 —186 34,839 
$345,497 716,392 $42,113 $75,207 $117,320 
$197,826 $616,783 $209,738 $—13,889 $195,849 
42,189 203,128 83,224 24,207 107,431 
4,136 80,236 39,874 753 40,627 
1,864 63,678 39,313 —2,269 36,444 
4 356,460 147,831 —785 147,046 
$591,691 $2,036,677 $562,093 $82,624 $644,717 
Appendix B 
Forei Dollar Bond Offerings (1 
ere y IiInvestmen ankers 
Aggregate 
Amount of 
Concurrently 
Offered Short Date of 
Term Debt Term Coupon Bonds 
000 
None 15 yrs. 4 1/2% 6-15-56 
None 15 yrs. 5 3-1-57 
10,000 18 yrs. 5 1/2 4-1-57 
None 15 yrs. 51/2 9-1-57 
10,000 
None 10 yrs. 5 1/2 1-1-58 
None 15 yrs. 51/4 3-1-58 
None 15 yrs. 5 1/4 4-1-58 
None 15 yrs. 4 3/4 5-1-58 
3,000 15 yrs. 5 1/2 6-1-58 
None 15 yrs. 5 3/4 5-1-58 
15,000 20 yrs. 5 7-1-58 
None 15 yrs. 5 1/4 10-1-58 
None 40 yrs. 4.80 11-1-58 
None 20 yrs. 5 11-1-58 
None 12 yrs. 5 1/2 12-1-58 
None 15 yrs. 5 1/2 12-1-58 
15,000 lo yrs. 51/2 12-1-58 
33,000 
None 15 yrs. 5 1/2 2-1-59 
15,000 15 yrs. 5 1/2 1-15-59 
2,500 15 yrs. 5 3/4 3-1-59 
None 20 yrs. 4 3/4 3-1-59 
10,000 15 yrs. 51/2 5-1-59 
None 20 yrs. 5 1/2 6-15-59 
None 20 yrs. 5 1/2 9-15-59 
None 20 yrs. 5 1/2 12-15-59 
2 OO 
None 20 yrs. 5 1/4 4-15-60 
None 15 yrs. 5 3/4 6-15-60 
None 20 yrs. 51/4 10-1-60 
10,000 20 yrs. 5 3/8 10-15-60 
Totals 85,000 10,000 
1961 Kingdom of Norway 18,000 None 1S yrs. 51/2 5-1-61 
Nippon Telegraph & Telephone ~ 
Public fetnaeenson 15,000 5,000 15 yrs. 6 ‘35-02 
Commonwealth of Australia 25,000 None 29 yrs. 2 1/2 rae 
Japan Development Bank 15,000 5,000 15 yrs. 4 10- 2? 
Government of New Zealand 20,000 __None 15 yrs. 5 3/ 10-15-61 


Date of 
Maturity 


6-15-71 


3-1-72 


12-1-70 
12-1-73 


12-1-68 


2-1-74 
1-15-74 
3-1-74 
3-1-79 
5-1-74 
6-15-79 
9-15-79 
12-15-79 


4-15-80 
6-15-75 


10-1-80 
10-15-80 


5-1-76 


4-15-76 
7-1-81 
10-15-76 
10-15-76 


11:15 a.m. 


Meeting at the Inter-American 
Development Bank, with Mr. Fe- 
President, 
Graydon Upton, Executive Vice- 


a, 


t al. 


Payment 
Clause 


Dollars 


Dollars 


Dollars 
Dollars 


Dollars 
Dollars 
Dollars 
Dollars 
Dollars 
Dollars 


Dollars 
Dollars 
Dollars 
Dollars 
Dollars 
Dollars 


Mr. 


Public 
Offering 
Date of 


Prospectus 


6-20-56 


3°135-57 


4-9-57 
9-10-57 


1-20-58 
2-27-58 
4-15-58 
4-22.58 
5-28-58 
6-16-58 


6-24-58 
9-23-58 
10-21-58 
10-22-58 
11-19-58 
12-3-58 


Austrian Schillings 


Pounds 


W. German Marks 


Dollars 


Dollars 
Dollars 
Dollars 
Dollars 
Dollars 
Dollars 
Dollars 
Dollars 


Dollars 
Dollars 
Pounds 

Dollars 


Dollars 


Dollars 


Dollars 
Dollars 
Dollars 
Dollars 


12-2-58 


2-5-59 
2-17-59 
2-25-59 
3-10-59 
4-21-59 
6-30-59 
9-16-59 
12-8-59 


4-19-60 
6-21-60 


9-28-60 
10-18-60 


5-2-61 


5-2-61 
6-27-61 
10-3-61 

10-24-61 


TF. 


12:30 p.m. 


Luncheon—at which Mr. Fowl- 


er 


Hamilton, 


Administrator for 


the Agency for International De- 
velopment, will be our guest. 


Meeting 
Finance 
Martin M. 
President. 


Corporation, 


2:15 p.m. 


at the International 
with Mr. 
Rosen, Executive Vice- 


3:30 p.m. 


Meeting at the Export-Import 
Bank, with Mr. Harold F. Linder, 
President and Chairman, and Mr. 
James S, Bush, Director, et al. 


Public 
Offering 
Price 


98 1/2 


100 


100 
97 1/2 


98 1/2 
99 

98 1/2 
99 

97 1/2 
97 1/2 
97 

98 
101.17 
97 1/2 
99 

96 


98 1/2 


97 1/2 
98 
95 1/2 
100 
97 1/2 
100 


97 
95 1/2 


97 1/2 
99 


98 
97 


97 1/2 
95 1/2 


97 
95 1/2 
97 1/2 


11-14-61 
RLD 


Public 
Offering Concurrent 
Yield to World Bank 


Maturity EE 


4.69% None 
5.00 None 
5.50 None 
5.75 50,900 
5.69 None 
5.35 None 
je 40 None 
. 84 None 
5.75 None 
6.00 19,000 
5.20 None 
5.45 None 
4.73 None 
5.20 None 
5.62 None 
5.91 25,000 
5.70 25,000 
5.75 20,000 
5.70 10,000 
6.22 None 
4.75 None 
5.75 20, 000 
5.50 None 
2°12 None 
5.89 None 
5.46 None 
5.85 None 
5.46 None 
5.63 None 
5.75 None 
6.47 None 
5.75 None 
6.47 None 
6.00 None 
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all across america 


and Allen & Company is proud to play a part in 
creating many of those changes, to the benefit of 
the citizens of the communities concerned. 
From great highway systems in Kentucky and in 
Oklahoma ...to a mighty bridge-and-tunnel com- 
plex traversing the waters of Chesapeake Bay... 
from power projects in the State of Washington 
.to an extensive marina harboring Florida’s 
ever-growing fleet of pleasure craft...from a 
bridge in Michigan to airport facilities in Okla- 
homa . . . constructions of many kinds, widely sepa- 
rate geographically and dissimilar in many ways, 
but having one thing in common: 
All have profited from creative new financing 
formulas, derived from Allen & Company's 
long experience and soundly-based revenue 
financing theories. 
\llen & Company acted as manager or co-manage1 
of the bond syndicates that financed all of the great 
construction projects mentioned or pictured... 
and in every instance, Allen & Company assisted in 
their origination and planning. Our proven 
knowledge of tax-exempt bond financing has been 
useful to governmental subdivisions throughout 
the United States, in arranging, underwriting, and 
distributing such bond issues. 
We here at Allen & Company are grateful that our 
record of accomplishment continues to grow—all 
across America. 


Ihe face of America is constantly changing... 


Illustrated here are several projects financed through syndicates 
headed by Allen & Company: 


Chesapeake Bay Bridge and Tunnel District œ Mackinac Bridge 
Authority æ The Turnpike Authority of Kentucky æ Oklahoma 
Turnpike Authority ® Bahia Mar Marina, Florida = Clark County, 
Washington P.U.D’s 


Listed below are a few of the many other Revenue Bond 
Issues by Allen & Company: 


South San Joaquin Cal. Irr. Dist. æ Maricopa County Arizona 
Water Control Dist. No. 1 œ East St. Louis Bridge, Illinois = 
Long Beach Sewage Authority, New Jersey = Long Branch, New 
Jersey Sewage Authority æ Triborough Bridge & Tunnel Authority 
# Pennsylvania Housing Authority (Various) ® Nueces County 
Causeway, Texas ® Chelan P.D. No. 1, Washington ® Wisconsin 
Housing Authority (Various) = Greater New Orleans Expressway 


CALLEN & COMPANY 


Established 1922 
New York 4, New York 
STATE, MUNICIPAL AND REVENUE BONDS 



















Projecting the California high 


All over California, hundreds of new subdivisions are 
going up to house new families like this one. California 
communities are supplying new employment opportuni- 
ties for the new generation—and all the essential services 
sound financing with municipal bonds makes possible. 
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standard of life into the future 


The Bank of America knows this young family and 
their counterparts throughout the state. Knows them, 
their needs, and prospects and reflects the confidence 
they inspire by bidding, with associate dealers, on 
virtually all California State and municipal bonds 


MUNICIPAL BOND DEPARTMENT BANK OF AMERICA SanFrancisco » Los Angeles 


NATIONAL TRUST AND SAVINGS ASSOCIATION 





